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1. Mayor’s Forewords 



Her Worship Councilor N.M. Zuneu 

It is a great satisfaction for the Municipality to present this annual report as required by Section 
127(2) of Municipal Finance Management Act, Number 56 of 2003. The Municipaiity has 
overcome major obstacles during the 2009/10 financial year. The municipality has a limited 
revenue base resulting in numerous chailenges when eradicating the service delivery backlogs 
in water, electricity and roads. The municipaiity spent 100% of its MIG allocation for the 2009/10 
financial year. This is in line with the needs of the community of Nquthu. Through MIG the 
municipality was able drive approximately R14, 5 million through various projects related to 
construction of new roads, bridges. Taxi ranks and community hail. The partnership between 
Nquthu municipality and the Bornem Municipaiity (Beigium) continued with the delegation from 
Bornem visiting Nquthu from the 30''’ of November 2009 to the 10“' of December 2009. This 
partnership wiil be beneficial to Nquthu in many aspects reiated to LED, administration, youth 
development and education. Through this partnership the municipality hopes to improve in 
most discipiines and attract a few investments where possibie. 

The municipality aimed for nothing iess the 100% compliance with relevant legislation such as 
the MFMA and MSA 32 of 2000. The municipality also reviewed a number of policies related to 
rates, SCM, planning and the Human resources this will assist the municipality in complying with 
relevant legislation. The credit control policy resulted in an increased income collection rate and 
the revenue collected exceeded 3 million rand. Six forums were established to assist the 
municipality in service delivery and compiiance the HIV council, SCOMA, Youth Forum 
Oversight Committee, Local Labour Forum and a Forum for the Disabled. Although not all these 
forums are fully operational, all will begin operating in the near future. A system of delegation 
has been adopted by councii and is operational as required by the Municipal Systems Act 32 of 
2000. The delegations wiil maximize administrative and operational efficiency and provide for 
adequate checks and balances. 

As a Municipality we beiieve in development that responds to the needs of the communities 
which is why the 2009/10 financiai year marked the start of Local Area Plan which are 
community driven pians for each of the 15*'’ wards within Nquthu. These plans will inform the 
I DP in terms of the needs of each ward with the municipality. The implementation phase of the 
PMS process started during 2009/10 although there were challenges all the business units with 
the municipality were able to report. In conclusion I congratulate the council and the 
management of the Municipality for ail successes made in the year 2009-10 although there is 
still a lot to do to improve the lives of our people. 

Thank you 


CIr. N.M. Zungu (Mayor of Nquthu Municipality) 
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2. Message from the Speaker 



Municipal Speaker 


CIr. V.H.N. Makhoba 

Cllr V.H.N Makhoba is dedicated to maintain a high quality standard and is an open door policy 
Speaker who allows her colleagues to achieve their full potential. She prefers a practical, 
democratic approach and works at all levels of operations. 

Ward Committees have been formed in each of the 15 wards making up the municipality. Ward 
Councilors report directly to the Speaker who must ensure that the ward committee system 
operates successfully. These forums allow the Council to be in direct contact with their 
electorate. While in the past Councilors were only heard of at election time, the introduction of 
ward committees ensures that Councilors and indeed the council is readily available to respond 
to the community’s needs. 

In addition to ensuring the success of the ward committee system the Speaker must ensure 
discipline amongst the Councilors and ensure that they obey the Code of Conduct set out in the 
Municipal Structures Act. A further task is to ensure that the Portfolio Committee system 
operates properly and that Councilors appointed to the various committees attend the meetings 
and contribute appropriately. The six portfolio committees operating in the Nquthu Municipality 
are: 


1 . Planning and LED portfolio committee. 

2. Finance portfolio committee. 

3. HR, Corporate and sport portfolio committee. 

4. Community portfolio Committee 

5. Technical portfolio committee 

6. Housing portfolio committee 


Each committee meets once per month and makes recommendations to the Executive 
Committee which meets once a month to resolve on the recommendations. The success of the 
above system depends largely on the ability of the 30 Councilors in the Municipality to explain 
the system to the electorate and to involve them in their deliberations. A further step taken by 
this Council is to take Government to the people. 
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3. Municipal Manager’s forewords 



Municipal Manager 
Mr. B.P. Gumbi 

As head of administration of the municipality I can attest to the fact that during the 2009/10 
financial year we tried by all means to assist the management of the municipality to deliver 
services to the community of Nquthu. The municipality also filled all the critical posts that were 
vacant. Through the assistance of the district municipality and various sector departments the 
municipality has delivered water and sanitation to the poorest communities within the 
municipality. The maintenance of existing infrastructure is also an important aspect which is 
precisely why the municipality adopted a routine maintenance plan 55km of gravel roads has 
been rehabilitated in wards 8, 11, 7, 6, 4 and 15 during the 09/10 financial year. The 
maintenance of electricity infrastructure is being done as an ongoing process. 

The municipality initiated the implementation of the Performance Management system where 
the HODs had to report on performance through out the year. Although there were challenges 
the HODs did report and the annual performance report is attached hereto. For 2010/2011 the 
Nquthu Local Municipality will ensure that the municipal organizational goals are consistently 
met in an effective and efficient manner. 

The focus of the municipality will be on: 

• The organizational goals as a whole and its strategic direction. 

• Organizational process i.e. workflow planning, budgeting, financial 
management etc. 

• Organizational programmes (implementation of new policies and 
procedures to ensure compliance, on-going excellence, and efficient 
service delivery. 

• Groups organized to accomplish common results for the internal and external 
customers. 

Thank you. 


Mr. B.P Gumbi 
Municipal Manager 
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4. EXECUTIVE SUMMARY 


VISION AND MISSION 

The vision for Nquthu Municipality is a reflection of the common identity of the municipality and 
its residents and the aspirations of the population in respect of the characteristics that the area 
will show in a short (5yrs) to medium term (10yrs) and medium to long term (20yrs). 


The vision for Nquthu Municipality is: 


“To be the Champion in the Development of the Local Economy and Community 

Development” 



“Ukuba Amaqhawe Entuthuthuko Yonmotho Nomphakathi” 


Mission Statement 


An important element of the mission is based on the premise of being at the 
forefront of the economic development and community upliftment for Nquthu 
population by focusing on the foilowing: 

• One community: The focus is placed on one community, as the Nquthu 
Integrated Development Plan deals with integration in all respects, and the 
removal of the notion of separate communities and separate development. 

• Access to all basic services: This element is commensurate with the clear 
backlogs being experienced in respect of services, both social and 
engineering. 

• Poverty eradication: The mission statement uses the terminology of 
“eradication" rather than “alleviation”, so that the statement is a powerful one, 
demonstrating intent rather than just hope. 

• Promotion of local economic development (LED) through agriculture 
development, business development and tourism development. 
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OVERVIEW OF MUNICIPALITY 


Nquthu Local Municipality is one of the four local municipalities within Umzinyathi District, and is 
located along the northeastern boundary of the district. It borders onto Endumeni, Emadlangeni, 
Abaquiusi, Ulundi, Nkandia and Msinga local municipalities (refer to Map 1 ). It covers an area of 
approximately 1451 km^ and is predominantly rural in nature with expansive rural settlements 
being one of the major features. It is accessed mainly through R68 linking Ulundi to 
Newcastle/Dundee. Other important roads through the municipality are the R33, passing 
through the northern areas, passing east of Nondweni before linking Vryheid with the R68. A 
gravel road links Nquthu with Kranskop. 

Nquthu Town is a small but stable urban area that has established itself as the primary 
commercial, administrative and service centre for the Municipality as a whole. The town is the 
main commercial hub for the municipality with shopping mall that consists more than 50 shops, 
services, several supermarkets, one wholesale, informal traders and street hawkers. It serves 
as provincial administrative centre, with offices of the Departments of Education, Agriculture and 
Environmental Affairs, Works, Health, Justice and Welfare, Department of transport. Safety and 
Security (SAPS), Post Office, as well as a variety of social infrastructure. 


The town is an old Japie Uys town established in terms of Proclamation 67 of 1983. It is almost 
centrally located in ward 8, at the intersection of the R68 linking Dundee to Melmoth, the road to 
Vryheid via Blood River and the road to Nondweni. In terms of the settlement hierarchy set out 
in the Integrated Rural Development Policy, Nquthu is regarded as a Provincial Administration 
Centre. The town is formally laid out and the current draft LUMS are being reviewed by 
COGTA. 

The total population for Nquthu according to Stats SA’s 2007 Community survey is 164 887. 
This represents a figure of 32 169 households at an average household size of 5.125. 

The summary of the current reality for Nquthu Municipality: 

TABLE: Basic facts and figures 


Basic Facts 

Figures 

Total Population 

164 887 

Number of Households 

32 169 

Total population of District 

495 737 

% of Total Population Urbanised 
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Age Profile 


0-9 

46 918 (28%) 

10-19 

44 812 (27%) 

20-29 

25 639 (16%) 
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30-39 

15 433 (9%) 

40-49 

11 084(7%) 

50+ 

20 997(13%) 

Unemployed 


(% of income earning population) 

53.6% in 2007 47% (23 364) 

HIV/Aids Rates 

KZN: 32% Provincial Average 


DM: 39.4% National HIV & Syphilis 
Prevalence Survey SA (2007) 


The Nquthu Municipal Area is part of a bigger tourism region known as the KwaZulu-Natal 
Battlefields that includes i.e. Dundee, Melmoth, Vryheid and Ulundi. The area is connected with 
the R68 (Battlefields Route), which consists of all the main attractions in the Battlefields namely 
Isandiwana, Rorke’s Drift; Fugitives Drift, Blood River/Income and Elandslaagte Battlefield, 
amongst others. The Battlefields is also one of the key tourist attractions in the region, as well 
as in KwaZulu-Natal. It attracts around 3% of domestic tourists and 12% of foreigners to the 
Province per annum, resulting in about 130 000 tourists to the greater region. Foreign and local 
markets contribute equally to this amount. 

Zulu Heritage and Cultural route is a relatively new concept in provincial tourism planning and 
marketing. It is introduced in the KwaZulu-Natal Tourism Development Strategy as one of the 
strategic initiatives to promote tourism in rural areas. “The development of this tourism route, 
which has the potential to meander throughout KwaZulu-Natal, is considered as glue that will 
join together the wide diversity of rural tourism attractions and sites of historical importance. 
More importantly, it is considered as a catalyst for opening up of the previously disadvantaged 
areas for further tourism development”. Tourist attractions in this area include Isandiwana, 
which is located south of the Nquthu town. The MEC for Department of Economic Development 
and Tourism has launched the Master Plan for Isandiwana Tourism Development Initiative. 

MUNICIPAL INSTITUTIONAL SUMMARY 

The diagram below shows the abridged framework for an institutional arrangement for 
Leadership and Administration in the Municipality. The current Nquthu Local Municipality 
administration comprises the Office of the Municipal Manager and four departments, namely: 

• Technical Services, 

• Financial Services, 

• Corporate & Community Services; and 

• Development Planning Housing & Economic Development Housing & Land 
Administration. 
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Municipal Organogram 



Municipal Governance 

The municipality has a total number of 30 constitutionally e\ecAed councillors representing their 
respective political parties in the municipal governance. The Municipal Governance is 
proportionally represented as follows: 

• IFP-23: 

• ANC - 6; and 

• FEDCON -1 

The Executive Committee (EXCO) is made up of six councillors including the Mayor, Deputy 
Mayor, Speaker {ex-officio), and four other EXCO members. Most of the EXCO members 


9 












preside over specific Portfolio Committees, which ensures necessary strategic direction and 
active participation by all municipal councillors. 

Staff Complement 

The Nquthu Local Municipality has a total work force of 127 Staff members being distributed 
among the four departments and Office of the MM. The number of the staff is highlighted as per 
department in a table below: 

TABLE: Municipal Staff Component 


Department 

Staff Component 

Office of the Municipal Manager 

8 

Planning, Economic Development, 

Housing and Land Administration 

6 

Corporate Services 

28 

Finance Department 

21 

Technical Services 

64 

Total 

127 




5. Performance Reports of the Municipal Departments 


Nquthu Municipality is operating with four functional departments in order to accomplish its 
constitutional mandate, powers and functions, in terms of Section 152, 153, Chapter 4 and 5 B 
of the Constitution of the Republic, Act Number 108 of 1996. This chapter is intending to outline 
the functions as per department and the performance of each department in the financial year of 
2009-10. 

5.1 DEPARTMENT OF FINANCIAL SERVICES 



Municipal Chief Financial Officer 
Mr. W.S. Mpanza 

THE ANNUAL REPORT FOR THE YEAR ENDED 30 JUNE 2010 FOR THE BUDGET AND 
TREASURY OFFICE 

Introduction 

The Budget and Treasury Office is the department of the municipality that is established in 
terms chapter 9 of the Municipal Finance Management Act No. 56 of 2003. The fundamental 
aim of this department is to implement MFMA and other prescripts that are related to proper 
financial management. We are guided by various circulars and guidelines issued by the National 
Treasury. 

There are four sections currently. 

1. Expenditure Management 

2. Revenue Management 

3. Supply Chain Management 

4. Budget and Financial Reporting. 


Expenditure and Asset Management 

Targets for the year 

1. Submit National Treasury’s report timesouly 

2. Pay all the creditors within 30 days 

3. Do monthly reconciliations 

4. Maintenance of asset register 

5. Have a financial system which is up and running 

6. Submit VAT 201 to SARS 
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Progress 


We have managed to run our payroll system without any problems. Monthly and Quarterly 
reports were submitted to National Treasury on time. I can say that 80% of our creditors were 
paid within thirty days without any queries. For assets all the additions during the year were 
captured on MAMS. 

As we have appointed Delta Blue to do the vat 201 for us. I am confident that we can do the 
VAT 201 by ourselves. We can ask for help within the first few months if we encounter any 
difficulties. 

Challenges in achieving the targets 

Point number two was a little bit difficult to achieve because sometimes you find that there is no 
proof that goods or the services were rendered e.g. there is no GRN. The creditor will phone 
and demand the payment and thirty days will pass while we busy getting the information about 
the documents. 

Other suppliers do not leave or forward their banking details so it is difficult for the Creditors 
Clerk to make the payment on time even if she doesn’t have all the supporting documents. 

The Financial system (SEBATA) was up and running during November but with little knowledge 
then we ended up capturing the information sometimes incorrectly e.g. We were supposed to 
capture one month’s information and then close do the month’s end. But we captured up until 
January and do the month’s end so that made our cash book balance to carry a large amount 
because it also includes next month’s information. 

Lessons learned during the financial year. 

What we have learned is that we must try by all means to avoid the backlog by this I mean that 
Monthly reconciliations must be done monthly. Another thing that we did pick by Creditors 
reconciliation is that it is easy to pick up if there is any creditors that was paid twice so if it is 
processed monthly that will be avoided because all the invoices will be captured on the system. 
Once the invoice is paid and you receive the new invoice which is the same one as the one you 
have already paid then the system will tell you that it’s paid. 

Revenue Management 

Income department consist of five employees, within 09/10 financial year this department has 
done/achieved the following: 

1. The implementation of the MPRA, which has been in place since 01 July 2009, allowing 
municipality to recognize revenue. 

2. Properties in the valuation roll under Nquthu are 3147 (three thousand one hundred and 
forty seven), implementation phase for 09/10 has been 25%. 

3. Income section implemented its credit control policy, (i.e. cutting off essential services to 
defaulting customers) and this resulted in income collection rate increased and revenue 
collected exceeded 3 million. 

4. Financial management system, installed during the year, it is now up and running. 


12 



5. Customer information updated timeiy (i.e. receipts captured straight onto customer’s 
accounts, enabling customer to see outstanding balances immediately.) 

6. Customer accounts/ statements can be accessed at any time, giving municipal officials 
peace of mind if/when customer claims his/her statement \was undelivered. 

7. Reporting is improved (mainly age analysis report which contributed to qualifying 
materials in the last audit.) 

8. Biza vend kiosk (24 hrs vending machine) been installed allowing customers to purchase 
electricity at any time. 

9. Refuse bins distributed to rate paying community to minimize waste & garbage in and 
around Nquthu town. 

10. Managed to communicate with customers on different ways to settle their accounts (e.g. 
arrangements, debit orders, & direct deposits). 

11. Challenges experienced and remains challenges were: 

a. Tempering of electricity and illegal connections of electricity 

b. Community concerns over municipal services and town improvements, which 
backfire back to income collection, e.g. vast majority of customers get statements 
and pay timeously, hence non compliance result in credit control policy 
implementation, and these customers threaten to riot against the municipality for 
what they call negligence and poor attention given to rates paying citizens to 
mention among the others are i) refuse truck spills refuse all over because it is 
not a proper refuse truck, ii) re-gravelling of roads not done not to mention tar 
roads iii) street lights not on every street and not serviced timely etc. 

c. Services relating to vacant sites (i.e. cutting of trees and grass, members of the 
community complains of snakes running around & criminal activities raising from 
trees/forest growing from these sites.) 

d. Tenants renting commercial properties exit and/or occupy premises without 
knowledge of the municipal officials, consequently the council loose revenue, as 
new owners claim to have no knowledge of the previous occupiers’ balance. 
Finance department has now disallowed application of services by occupiers, 
these applications can now be submitted by owners of the property and he/she 
may then communicate with his tenants. 

e. The council has faced huge challenge in collection of government departments’ 
debts, especially Land Affairs accounts, we have been unable to get hold of the 
precise department responsible for payments, thanks to Treasury office now we 
have come to some sort of mutual understanding and we are looking forward to 
receive payments from this and other government departments. 

f. Vast majority of low cost-housing beneficiaries are indigent, and impacts 
negatively as under collection of income, the council now have the policy to 
accommodate these individuals and we urge indigent individuals to come and 
register for such benefit and this will enable the council to fulfill its’ Batho Pele 
Principles as well as service delivery utmost. 

g. This section has identified other forms of revenue which municipal can collect 
but in the interim we are hindered by certain by-laws and regulations which are 
not yet in place (e.g. pounding of unattended herds of cattle and flock of sheep 
running around the town, sometimes causing accidents). 

h. Income section experienced problems regarding property transfers done during 
the year, this result in new owners not accounting for their accounts, as this is 
done mostly via the lawyers, they pay for outstanding rates, do all necessary 
paper work and there is communication between these two parlies (municipality 
and property lawyers) as to who will be the new owner stating the exact date they 
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should start paying for services, this happens mostly in the houses w/here all 
services are connected so the new owner does not see the need of coming to the 
municipality, less incidents were experienced whereby new owner occupies 
houses with limited or no services at all t.e. prepaid meter has problems: that is 
when we then get hold of the new owner. 


Budget section 

1 . Targets for this Financial year are: 

• To meet all requirement on or before time (Compliance) e.g. All return and other 
document 

• To achieve improved AG report 

2. Progress report is to all have requirement such as reconciliation done frequently 

3. Challenges all of us are new to system no one has fully understood the information 
system this leads to everything not being done on time when it comes to something you 
not sure off. 

4. No co-operation with other department they always want to be behind of what they are 
doing. You end up wasting lot of time with their work 

5. When it comes to improvement I think if we can keep no sharing whatever is good or 
bad around our departments will lead to realized more areas that need to be improved. 
But I can be happy if those department who are not familiar with what is invoice and is 
expected to invoice we can share with them. 

Departmental meetings, enable the sections to assist each other and explain what is 
expected from each section. 


Performance information report for the Budget and Treasury office 

2009/2010 financial year 


SUPPLY CHAIN MANAGEMENT 

Performance Indicators/ 

Key Deliverable/Output 

Target/Standard/Measure 

Progress on date of 
review (30 June 2010) 

Monthly reports for SCM 

Monthly reports on SCM as 
required by MFMA 

1 2 monthly reports 
submitted to 
council/EXCO/Treasury 

Review SCM Policy 

Reviewed policy by December 

09 

1 Policy updated 
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Number of Training sessions for Bid 
Committees members conducted per annum 

2 Trainings sessions per year 

1 Training held 

1 Training held for the 
SCM department 

Update supplier database 

1 Update of database annually 

1 supplier database 
update 


INCOME & EXPENDITURE MANAGEMENT 

Improvement in the billing system 

Issue monthly bills by the 15th of 
each month 

12 monthly consumer 
statements sent 

Percentage improvement in payment levels 

10% increase in payment level 

55% increase in debtor 
payment levels 

% Reduced amount paid on penalties 

10% decrease by June 2010 

1 00% reduction in late 
payment charges 

Number of position filled 

Appoint one debtors clerk 
(collections) by September 2009 

1 debtor clerk post filled 

Number of positions filled 

Appoint additional 3 interns as 
per DORA 2009 by September 
2009 

3 interns appointed 

% payments to critical creditors 

100% timely payment to critical 
creditors 

100% timely payment to 
critical creditors 

Monthly cash flow projections reports 

12 monthly cash flow projection 
reports 

12 cash flow reports 
tabled 
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EMP 201 submitted 

12 EMP 201 submitted to SARS 
within due dates 

12 EMP 201 returns 
submitted 

Number of returns submitted to SARS 

12 VAT returns submitted to 

SARS within due dates 

12 VAT returns 
submitted 


BUDGET & ANNUAL FINANCIAL STATEMENTS 

% of deviation on budgeted amounts 

10% reduction in deficit 

25% surplus unaudited 

Extent of compliance with section 71 of 

MFMA 

100% compliance 

100% compliance 

Monthly income and expenditure reports 

12 monthly management reports 
submitted to the MM within 10 
days of each month. 

12 monthly reports 
submitted 

12 budget statements submitted to the 

Mayor, Provincial and National Treasury and 
on a quarterly basis to the AG 

Proof of monthly submissions to 
Exco/Portfolio 

12 monthly Income and 
Expenditure reports 
submitted 

Number of positions filled 

Appoint one budget officer by 
September 2009 

1 budget officer 
appointed 

Submission of AFS 

AFS Submitted by the 30*'’ of 
August 

2008/2009 AFS 
submitted by 31®* of 
August 2009 


PROPERTY VALUATION, RATES AND ASSET MANAGEMENT 

Number of rates policies reviewed 

1 rates policy reviewed by June 
'10 

1 rates policy reviewed 




Number of Supplementary General Valuation 
Roll adopted 

1 SGV Roll produced 

No need for SGVR 

Number of assets disposed 

Disposal of assets no longer 

needed in terms of MFMA by 

October 2009 

No assets disposed 

Number of assets register updated 

1 updated fixed assets register 

Assets register updated 
monthly with 
additions/disposals 

Progress with review and implementation of 
the fleet management policy 

Fleet Policy reviewed & 100% 
implemented December 2009 


GENERAL MANAGEMENT 

Completion of attendance register by all staff 
members in the department 

Proof of signed register by 
officials and countersigned by 
the HOD. 

Register reviewed and 
signed 

Monthly departmental meetings and minutes 
submitted to the MM 

12 monthly departmental 
minutes submitted to MM within 

10 days after the meeting. 



Thank you. 


Mr. WS Mpanza 

Head: Budget and Treasury Office 
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5.2 DEPARTMENT OF CORPORATE AND COMMUNITY SERVICES 



Director Corporate and Community Services 
Mr. X. Mbatha 


OVERVIEW 

The core function of Corporate and Community Services department is to maintain, develop and 
provide support to all departments within the municipality. It focuses on the entire municipality’s 
administration, secretariat, human resources, development facilitation. Information Technology 
and disaster management. The Centers of information to create a quiet resource centre for the 
promotion of reading, literacy and information. Provide the public, with reading material, visual 
aids and audio materials as requires and sport and recreation. It is with pleasure to present a 
report on the functioning of the Department in the 2009/2010 financial year. 

ADMINISTRATION 

The administration section provides administrative support and guidance to all other sections 
within the municipality. 

REGISTRY ARCHIVES 

In order to continuously manage efficiently the municipality recognizes information and records 
as the most important resources. Most crucially, both internal and external Communication 
channels have improved through the services of a messenger. 

HUMAN RESOURCE MANAGEMENT 

• Strategically manage the Municipal Human Capital of the entire organization of Nquthu 
Municipality focusing on the following aspects: 

• Restructuring the Organization in terms of the needs and challenges Nquthu Municipality 
with its changing Integrated Development Plan. 

• Managing and monitoring the Labour Turnover of the Municipality. 

• Recruitment and Selection of staff, and training existing staff. 

• Human Resources Development which impacts on the Quality Service Delivery and 
Integrated Development Plan, and the Development of a Workplace Skills Plan and 
implementation thereof. 

• Study Assistance Programmes, and offering in-service training to aspiring trainees who 
have completed tertiary levels of education. 

• Policy Development and Implementation 
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The Corporate Services Department is the heartbeat of Nquthu Municipality within the context of 
Human Capital. Without a Healthy Labor Relations Environment, nothing will be achieved in 
terms of Improved Quality Service Delivery and the Integrated Development Plan. This is 
coupled with a well-trained and motivated staff who should deliver Quality Service to the entire 
community of Nquthu within the goals of the Integrated Development Plan. 

Labour Relations Management 

To manage municipal labour relations between the employer and the employees for the purpose 
of purpose of providing effective and efficient services within the municipal area of jurisdiction, 
this encompasses the following: 

• To promote mutual respect between employer and employee, 

• To ensure that management and the employees share a common understanding of 
misconduct and discipline, 

• Application of discipline in a prompt, fair, consistent and progressive manner, 

• Prevent arbitrary actions by both management and labour organizations towards one 
another. 

• Provide employer and employees with a quick and easy reference for the application of 
discipline; 

• Ensuring that discipline is a corrective measure by conducting fair hearing in a formal or 
informal setting: 

• Promote effective and efficient mechanisms to resolve grievances; 

• Manage strikes to ensure that essential services are not interrupted during industrial 
actions: 

• Co-ordination of consultative meetings with management and organized labour; 

• Encourage the employer and Organised Labour to collectively bargain and comply with 
collective agreements; 

• Familiarise employees with municipality’s conditions of service (induction): 

• Ensure that each and every employee has a job description as described by the Basic 
Conditions of Employment Act 75 of 1997; 

• Design Labour Relations related policies for the purpose of controlling and monitoring. 


One of the key functions of the Labour Relations Section is to conduct induction programmes to 
new and old employees within the municipality. Induction is an important to be used in a 
planned way to assist new employees to adapt to their job, their fellow employees and the 
organization as a whole. It also helps them to be productive’ and feel welcomed. The 
relationship between the employer and the employees is based on the terms and conditions of 
employment contract. It is vitally important that employees are also made aware of the 
provisions of Health and Safety related legislations. 

Occupational Health and Safety 

The Safety representatives will be trained Health and Safety as well as in First Aid, together, are 
scheduled to meet on a monthly basis to discuss Health and Safety issues in their work places. 
They also undertake site visits in areas which require more attention. 
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Total Staff Establishment for the year 2009/2010 


The outcomes of the Department of Labour inspections proved our compliant with Employment 
Equity Act. Nquthu Municipality was faced with the challenge of creating an Equitable Workforce 
Profile as per the requirement of Employment Equity Act. Employment Equity for 2008/2009 
shows that top management is 100% African represented, no woman occupies a top 
management position. The total number is including the councilors. 

Total Staff Establishment for the year 2009/2010 


Race 

Gender 

2009/2010 

African 

Male 

96 

African 

Female 

57 

Coloured 

Male 

0 

Coloured 

Female 

0 

Indian 

Male 

0 

Indian 

Female 

0 

White 

Male 

0 

White 

Female 

0 

Total 

Male 

96 

Total 

Female 

57 

Total employees 


153 


Personnel Expenditure 
Personnel expenditure for trends 2009/10 


EMPLOYEE RELATED COSTS 

Total 



Employee related costs - salaries 

10,983,051.79 

Employee related costs - contributions for UIF 

137,457.76 

Pensions 

2,193,265.26 

Medical Aids 

369,124.80 

Travel, motor car and other allowances 

2,139,990.91 

Industrial Levy 

4,684.80 

Housing benefits and allowances 

50,778.76 

Leave paid out 

166,611.34 
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Overtime payments 

368,454.76 

Cell Allowance 

264,390.00 

Bonus Payments 

595,260.67 

Less: Councillor's Remuneration and allowances 

4,289,465.22 

Total employee related costs 

13,495,877.51 


MEDICAL AID AND PENSION FUNDS 
Medical Aids 

Global Health 
SAMWU Med 
Bonitas Medical Aid 
Discovery Medical Aid 

Pension Funds 

KwaZulu Natal Joint Municipal Pension/Provident Fund 
Municipal Councillors Pension Fund 

COMMUNITY SERVICES DEPARTMENT 
Description of the Activity 
Librarians 

• In charge of the overall performance of staff, efficiency in public provision and upkeep of 
the library 

Student computer skills 

• To assist on community how to use computer and the internet. 

Upliftment of education 

• The library provides a service that covers information on all aspects in life e.g. 
languages, computers, politics, cooking, gardening, etc. it also promotes literacy and 
reading to the community. 

Book Exchange 
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• The constant circulation of materials in the Dundee area enables the libraries to provide 
the public with new reading material on a regular basis 

Disaster Management 

• To assist effected people with any form of disaster and communicate with the District 
and the province. 

Sport and Recreation 

• To develop sport to every ward of the municipality and make people are attending. 
Arrange the Kwanaloga game through ward selection and the District selection. 
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KPA ACTION DESCRIPTION/OBJECTIVE PERFORMANCE PROGRESS BY REASON FOR REFERENC 

INDICATORS THE 30™ JUNE VARIENCE E 

2010 (EVIDENCE 
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5.3 DEPARTMENT OF TECHNICAL SERVICES 



Director Technical Services 
Mr. M. Gcabashe 


The core functions of the department Technical Services 

• Refuse Removal 

Arrange weekly refuse removal in Nquthu Town, Nquthu Township and Nondweni. it 
also supervises the refuse removals collection points and dumping site. 

* Public Conveniences 

Arranges weekly ablution block cleaning and maintenance 

Liaise with market stalls committee regarding unlawfully usage of the toilets 


• Parks, Gardens and Cemetery 

Arrange the removal of unwanted trees within the town 
Prepare weekly graves and monitor registration 
Cutting of grass to offices, halls and playing grounds 
Arranging plantation of trees, to offices and halls 

• Roads 

In Nquthu town is being assisted by MIG to reduce backlog by constructing gravel 
access roads 


• Upgrading of Roads 

The Municipality embarked on a gravel road upgrading especially in the previously 
under-developed areas. Due to huge backlogs communities are requested to 
prioritize upgrading of roads in their areas through their Councilors for MIG Projects. 
The priorities are thereafter included in the IDP and then the planning and design is 
done by the consultant. We have also priorities projects like storm waters. Municipal 
plants also assist with the rehabilitation of existing roads 

• The Strategic Objectives 

The strategic objectives of this function is to ensure that the existing road networks 
within the Municipality’s area of jurisdiction are maintained at useable levels whilst 



simultaneously upgrading sub standard infrastructure and constructing new links to 
support new development. 

• Electricity 

The Nquthu Municipality electricity is licensed to supply electricity to 30% of the total 
customers in the Municipality’s area of jurisdiction and which is comprised of town 
and location, the rest is supplied by Eskom. The electricity business generates not 
much of the total revenue of the Municipality. 
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5.4 DEPARTMENT OF PLANNING, ECONOMIC DEVELOPMENT, HOUSING AND 
LAND ADMINISTRATION 



Director Planning. Economic Development. 

Housing and Land Administration 
Mr. M.B. Jiyane 

INTRODUCTION 

The Department of Planning developed its departmental action plan which would be 
incorporated into a municipal consolidated action plan, which is an Organisational Scorecard in 
July 2009. This was after an adoption of the Municipal OPMS Framework Policy and 
subsequent workshops for the implementation of the Policy. 

DEPARTMENT LAYOUT 

*> Development Management: 

1 . Development Control 

2. Development Facilitation 

3. Land Use Management 


•> Integrated Development Planning (I DP): I DP 

1 . Performance Management System 

2. Intergovernmental Relations 

3. Billboards and Advertising 

4. Public Participation 


<* LED & Tourism; 

1 . Project Management 

2. Local Economic Development 

3. Tourism Promotion 

4. International Relations 


<* Geographical Information System (GIS); 

1 . Policy Development & Implementation 

2. Data Capture, Analysis, Manipulation & Integration 

3. Mapping 

4. Municipal Estate Property Management 




Housing; 


1. Housing Plan Review 

2. Housing Project Packaging 

3. Housing Project management and monitoring 


Land Administration; 

1 . Land Management 

2. Land Acquisition and Disposal 

3. Plans Approval 

4. Building Inspection 


Department of Planning will be reporting on 10 Departmental Actions as set in 2009/2010 Action 
Plan, with 36 performance indicators within 3 KPA’s. The table below is showing the progress of 
all actions and indicators July 2009 up until the 30‘^ June 2010 
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Appointed Land To appoint Municipal Building All necessary steps to appoint None Refer to Planning 

Administration Manager Inspector in order to ensure Building Inspector were followed, i.e. PMS File 
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OTHER PROJECTS: These Projects were performed outside the adopted Performance Plan, 
but the portfolio of evidence for such Projects is in the Planning Performance File. 

• Urban Renewal Framework Plan 

• Feasibility Study for SMME Incubator 

• Establishment of Chamber 

• Formalisation of Informal Traders 

• Support on SMME’s with equipment or furniture 


CONCLUSION 

The Planning Unit has tried its possible best to implement all intervention in its Performance 
Plan 2009/2010 with limited resources. This limitation of resources is including inter alia the 
shortage of staff e.g. LED and Tourism Manager, Land Administration Manager who was 
apparently appointed in the 3^'^ quarter of the year; Housing Manager who was also confirmed in 
the 3^“^ quarter of the year; and the resignation of CIS Manager in the 2"“ quarter of the year and 
new appointment in the last quarter of the reporting year. These were most challenges which 
resulted to the non fulfillment of all interventions as reflected in the Performance Plan; 
nonetheless the Unit has achieved most of the interventions with limited resources. The next 
reporting year is perceived by the Planning Unit as the year of great achievement with an 
appointment of competent candidates to the posts which were previously vacant, and all the 
support from intra and extra stakeholders. 
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6. Service delivery priorities and Performance Targets for 2010/2011 
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Good Governance and Public Participation 
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Nquthu Local Municipality 

Annual Financial Statements for the year ended 30 June 2010 

Accounting Officer's Responsibilities and Approval 

The Accounting Officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain 
adequate accounting records and is responsible for the content and integrity of the annual financial statements and related 
financial information included in this report. It is the responsibility of the Accounting Officer to ensure that the annual 
financial statements fairly present the state of affairs of the municipality as at the end of the financial year and the 
results of its operations and cash flows for the period then ended. The external auditors are engaged to express an 
independent opinion on the annual financial statements and was given unrestricted access to all financial records and 
related data. 

The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting 
Practice (GRAP). 

The annual financial statements are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudent judgements and estimates. 

The Accounting Officer acknowledges that he is ultimately responsible for the system of internal financial control 
established by the municipality and place considerable importance on maintaining a strong control environment. To enable 
the Accounting Officer to meet these responsibilities, the municipality sets standards for internal control aimed at reducing 
the risk of error or deficit in a cost effective manner. The standards include the proper delegation of responsibilities within a 
clearly defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable 
level of risk. These controls are monitored throughout the municipality and all employees are required to maintain 
the highest ethical standards in ensuring the municipality’s business is conducted in a manner that in all 
reasonable circumstances is above reproach. The focus of risk management in the municipality is on identifying, assessing, 
managing and monitoring all known forms of risk across the municipality. While operating risk cannot be fully 
eliminated, the municipality endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems and 
ethical behaviour are applied and managed within predetermined procedures and constraints. 

The Accounting Officer is of the opinion, based on the information and explanations given by management, that 
the system of internal control provides reasonable assurance that the financial records may be relied on for the 
preparation of the annual financial statements. However, any system of internal financial control can provide only 
reasonable, and not absolute, assurance against material misstatement or deficit. 

The Accounting Officer has reviewed the municipality’s cash flow forecast for the year to 30 June 2010 and, in the light of 
this review and the current financial position, he is satisfied that the municipality has or has access to adequate resources 
to continue in operational existence for the foreseeable future. 

The external auditors are responsible for independently reviewing and reporting on the municipality's annual financial 
statements. The annual financial statements have been examined by the municipality’s external auditors and their report is 
presented on pages xx. 

The annual financial statements set out on pages 5 to 48, which have been prepared on the going concern basis, were 
approved on 6 September 2010 and were signed on its behalf by: 


Bong! Gumbi 
Municipal Manager 
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Accounting Officer's Report 
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Nquthu Local Municipality 

Annual Financial Statements for the year ended 30 June 2010 


statement of Financial Position 


Figures in Rand 

Note{s) 

2010 

2009 

Assets 




Current 




Inventories 

3 

211,109 

- 

Other receivables 

9 

866,085 

818,048 

VAT receivable 

10 

964,487 

3,442,409 

Consumer debtors 

11 

6,350,657 

4,116,199 

Investments 

30 

10,100,389 

3,994,475 

Cash and cash equivalents 

12 

704,446 

1,662,020 



19,197,173 

14,033,151 

Non-Current Assets 




Investment property 

6 

1,360,918 

1,423,573 

Property, plant and equipment 

S 

54,735.679 

51,678,642 

Intangible assets 

7 

2,339 




56,098,936 

53,102,215 

Non-Current Assets 


56,098,936 

53,102,215 

Current Assets 


19,197,173 

14,033.151 

Total Assets 


75,296,109 

67,135,366 

Liabilities 




Current Liabilities 




Finance lease obligation 

13 

602,918 

176,803 

Trade and other payables 

15 

4,202,949 

2,907.985 

Consumer deposits 

33 

85,673 

- 

Unspent grants and receipts 

14 

4.274.040 

6,376,511 

Provisions 

31 

1.455.967 

1,315,936 

DBSA Loan (Current portion) 

32 

757,359 

800,148 



11,378,906 

11,577,383 

Non-Current Liabilities 




Finance lease obligation 

13 

1,082,398 

176.365 

DBSA loan 

32 

3,236,355 

4,181,074 



4,318,753 

4 , 357,439 

Non-Current Liabilities 


4,318.753 

4,367,439 

Current Liabilities 


11,378,906 

11,577,383 

Total Liabilities 


15,697,659 

15,934,822 

Assets 


75.296,109 

67,135,366 

Liabilities 


(15,697,659) 

(15.934,822) 

Net Assets 


59 , 598,450 

51,200,544 

Net Assets 




Accumulated Surplus 


59,598,450 

51.200,544 


t 
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Nquthu Local Municipality 

Annual Financial Statements for the year ended 30 June 2010 


statement of Financiai Performance 


Figures in Rand 

Note(s) 

2010 

2009 

Revenue 




Prooertv rates 


QAr\ 

A TQ-l 

Service Charges 

19 

7,554,613 

5,007,040 

Rental of facilities and equipment 


512,331 

62,750 

Fines 


130,150 

91,595 

Government grants & subsidies 

20 

54,014,379 

29,481,994 

Sundry income 


577,002 

2,804,537 

Interest received 

17 

262,672 

187,474 

Total Revenue 


66,604,987 

39,033,171 

Expenditure 




Emplovee related costs 

23 

Hi; nriQ 


Remuneration of councillors 

24 

(4,990,786) 

(3,514,916) 

Depreciation and amortisation 

25 

(3,722,292) 

(3,411,011) 

Finance costs 

22 

(204,480) 

(256,880) 

Provision for bad debts 


(2,313,108) 

(6,083,312) 

Repairs and maintenance 


(786,018) 

(357,695) 

Bulk purchases 


(6,650,826) 

(5,967,045) 

Grants Operational Expenditure 


(15,262,512) 

- 

General Expenses 

21 

(9,267,502) 

(8,100,258) 

Total Expenditure 


(58,207,081) 

(42,555,406} 

Revenue 


66,604,987 

39,033,171 

Expenditure 


(58,207,081) 

(42,555,406) 

Surplus (deficit) for the year 


8,397,906 

(3,522,235) 
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Nquthu Local Municipality 

Annual Financial Statements for the year ended 30 June 2010 


statement of Changes in Net Assets 


Figures in Rand 

Accumulated 

Total net 


SDTplUS 

— assets 

Opening balance as previously reported 

(2.162.955) 

(2.162,955) 

Prior Period errors 

(117J11) 

(117.711) 

GRAP Adjustments 

57.003,445 

57.003,445 

Balance at 01 July 2008 as restated 

changes in net assets 

54 , 722,779 

54 , 722,779 

Surplus for the year 

(3.522,235) 

(3.522,235) 

Balance at 01 July 2009 

Changes in net assets 

51,200,544 

51,200,544 

Surplus for the year 

8.397,906 

8,397,906 

Balance at 30 June 2010 

59,598,450 

59,598,450 
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Nquthu Local Municipality 

Annual Financial Statements for the year ended 30 June 2010 


Figures in Rand 

Note(s) 

2D10 

2009 

Cash flows from operating activities 

Receipts 

Safe of goods and services 

Grants 

Interest income 

Other receipts 

Movement in receivables 


11,108,453 

54,014,379 

262,672 

1,219,483 

(2,117,155) 

6.404.821 

29,481,995 

187,474 

2.958.882 

(4,595,463) 



64,487,832 

34,437,709 

Payments 

Employee costs and remuneration of Councillors 

Suppliers 

Finance costs 

Decrease in trade and other payables 


(20,000,343) 

(31,966,858) 

204,480 

(1,046,888) 

(18,379,205) 

(14,424.998) 

256,880 

409,631 



(52,809,609) 

(32,137,692) 

Total receipts 

Total payments 

Net cash flows from operating activities 

27 

64,487.832 

(52,809,609) 

11,678,223 

34,437,709 

(32,137,692) 

2,300,017 

Cash flows from investing activities 




Purchase of property, plant and equipment 

Purchase of other intangible assets 

Purchase of investments 

Finance costs 

S 

7 

(6,806,055) 

(3,238) 

(6,105,914) 

(204,480) 

(43,800) 

(3,186,591) 

(256,880) 

Net cash flows from investing activities 


(13,119,687) 

(3,487,271) 

Cash flows from financing activities 




Movement in DBSA Loan 

Finance iease payments 

Finance costs 


(987,508) 

1,332,148 

139,250 

(974.535) 

(132,344) 

Net cash flows from financing activities 


483,890 

(1,106,879) 

Net increase/fdecreasel in cash and cash eauivalents 

Cash and cash equivalents at the beginning of the year 


1957,5741 

1,662,020 

12.294.1331 

3,956,153 

Cash and cash equivalents at the end of the year 

12 

704,446 

1,662,020 
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Nquthu Local Municipality 

Annual Financial Statements for the year ended 30 June 2010 

Accounting Policies 


1, Presentation of Annual Financial Statements 


The annual financial statements have been prepared on an accrual basis of accounting and are in accordance with 
historical cost convention unless specified otherwise. The annual financial statements have been prepared in accordance 
with South African Standards of Generally Recognised Accounting Practice (GRAP) including any interpretations, 
guidelines and directives issued by the Accounting Standards Board in accordance with section 122(3) of the Municipal 
Finance Management Act, (Act No.56 of 2003). Accounting policies for material transactions, events or conditions not 
covered by the above GRAP standards have been developed in accordance with paragraphs 7, 11 and 12 of GRAP 3. 
These accounting poiicies and applicable disclosures have been based on the South African Statements of Generally 
Accepted Accounting Practices (SA GAAP) including any Interpretations of such Statements issued by the Accounting 
Practices Board. 


A summary of the significant accounting policies, which have been consistently applied, are disclosed below. 


The standards included in the GRAP reporting framework, as determined in Directive 5 as issued by the Accounting 
Standards Board are summarised as follows; 

Standard of GRAP 


GRAP 1 
GRAP 2 
GRAP 3 

GRAP 4 
GRAP 5 
GRAP 6 

GRAP 7 
GRAP 8 
GRAP 9 
GRAP 10 
GRAP 11 
GRAP 12 
GRAP 13 
GRAP 14 
GRAP 16 
GAMAP 17 
GAMAP 19 
GRAP 100 

GRAP 101 
GRAP 102 
IFRS 3 (AC 140) 
IFRS 4 (AC 141) 
IFRS 6 (AC 143) 
IFRS 7 (AC 144) 
IAS 12 (AC 102) 
IAS 19 (AC 116) 
IAS 32 (AC 125) 
IAS 36 (AC 128) 
IAS 39 (AC 133) 
IPSAS 20 
IPSAS 21 
IFRIC 4 
IFRIC 14 

IGRAP 1 


Presentation of financial statements 
Cash flow statements 

Accounting policies, changes in accounting estimates and 
errors 

The effects of changes in foreign exchange rates 
Borrowing Costs 

Consolidated financial statements and accounting for 

controlled entities 

Investments in associates 

Interest in Joint Ventures 

Revenue from Exchange Transactions 

Financial Reporting in Hyperinflationary Economies 

Construction Contracts 

Inventories 

Leases 

Events after the reporting date 

Investment Property 

Property, plant and equipment 

Provisions, contingent liabilities and contingent asset 

Non current Assets held for Sale and Discontinued 

Operations 

Agriculture 

intangible Assets 

Business Combinations 

Insurance Contracts 

Exploration for and Evaluation of Mineral Resources 
Financial instruments: Disclosures 
Income Taxes 
Employee Benefits 
Financial Instruments: Presentation 
Impairment of Assets 

Financial Instruments: Recognition and Measurement 

Related Party Disclosure 

Impairment of Non Cash Generating Assets 

Determining whether an Arrangement contains a Lease 

The Limit of a Defined Benefit Asset, Minimum Funding 

Requirements and their Interaction 

Applying the Probability Test on Initial Recognition of 

Exchange Revenue 


Accounting policies for material transactions, events or conditions not covered by the above GRAP reporting framework 
have been developed in accordance with paragraphs 7, 11 and 12 of GRAP 3 and the hierachy approved in Directive 5, as 
issued by the Accounting Standard Board. 
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Nquthu Local Municipality 

Annual Financial Statements for the year ended 30 June 2010 

Accounting Poiicies 


These accounting policies are consistent with the previous period, except for the changes set out in the note in the relevant 
policy. 

1.1 Significant judgements and sources of information 

In preparing the annual financial statements, management Is required to make estimates and assumptions that affect the 
amounts represented in the annual financial statements and related disclosures. Use of available information and the 
application of judgement is inherent in the formation of estimates. Actual results in the future could differ from 
these estimates which may be material to the annual financial statements. Significant judgements Include: 

Provisions 

Provisions were raised and management determined an estimate based on the information available. Additional disclosures 
of these estimates of provisions are included in note 31 - Provisions. 

1.2 Investment property 

Investment property is property (land or a building - or part of a building - or both) held to earn rentals or for 
capital appreciation or both, rather than for: 

• use in the production or supply of goods or services or for 

• administrative purposes, or 

• sale in the ordinary course of operations. 

Investment property is recognised as an asset when, it is probable that the future economic benefits or service potential 
that are associated with the investment property will flow to the municipality, and the cost or fair value of the investment 
property can be measured reliably. 

Investment property is initially recognised at cost. Transaction costs are included in the initial measurement. 

Where investment property is acquired at no cost or for a nominal cost, its cost is its fair value as at the date of 
acquisition. 

Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part of, or service 
a property. If a replacement part is recognised in the carrying amount of the investment property, the carrying amount of 
the replaced part is derecognised. 

Cost model 

Investment property is carried at cost less accumulated depreciation and any accumulated impairment losses. 

Depreciation is provided to write down the cost, less estimated residual value over the useful life of the property, which is 
as follows: 

Item 

Property - land 
Property - buildings 

Transitional provision 

The municipality changed its accounting policy for investment property in 2010. The change in accounting policy is made 
in accordance with its transitional provision as per Directive 4 of the GRAP Reporting Framework. 

According to the transitional provision, the municipality is not required to measure investment property for reporting 
periods beginning on or after a date within three years following the date of initial adoption of the Standard of GRAP on 
Investment property. Investment property has accordingly been recognised at provisional amounts, as disclosed in 6. The 
transitional provision expires on 30 June 2012. 

In accordance with the transitional provision as per Directive 4 of the GRAP Reporting Framework, where hvesimart property 
was acquired through a transfer of functions, the municipality is not required to measure that investment property for a 
period of three years from the effective date of the transfer of functions or the effective date of the Standard, 
whichever Is later. The municipality acquired a transfer(s) of function in 2010 and investment property has accordingly 
been recognised at provisional amounts, as disclosed in 6. 


Useful life 

indefinite 
30 years 
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1.2 Investment property (continued) 

Until such time as the measurement period expires and investment property is recognised and measured in accordance 
with the requirements of the Standard of GRAP on Investment property, the municipality need not comply with the 
Standards of GRAP on: 

• Presentation of Financial Statements (GRAP 1), 

• The Effects of Changes in Foreign Exchange Transactions (GRAP 4), 

• Leases (GRAP 13), 

• Segment Reporting (GRAP 18), 

• Non-current Assets Held for Sale and Discontinued Operations (GRAP 100) 

The exemption from applying the measurement requirements of the Standard of GRAP on Investment property implies 
that any associated presentation and disclosure requirements need not be complied with for investment property not 
measured in accordance with the requirements of the Standard of GRAP on Investment property, 

1.3 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used 
during more than one period. 

The cost of an item of property, plant and equipment is recognised as an asset when: 

• it is probable that future economic benefits or service potential associated with the item will flow to the 
municipality; and 

• the cost of the item can be measured reliably. 

Property, plant and equipment is initially measured at cost 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to 
the location and condition necessary for it to be capable of operating in the manner intended by management. Trade 
discounts and rebates are deducted in arriving at the cost 

Where an asset is acquired at no cost, or for a nominal cost, its cost is its fair value as at date of acquisition. 

Where an item of property, plant and equipment is acquired in exchange for a non-mo netary asset or monetary assets, or 
a combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the 
acquired item's fair value was not determinable, it’s deemed cost is the carrying amount of the asset(s) given up. 

When significant components of an item of property, plant and equipment have different useful lives, they are accounted for 
as separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an item 
of property, plant and equipment, the carrying amount of the replaced part is derecognised. 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is also 
included in the cost of property, plant and equipment, where the entity is obligated to incur such expenditure, and where 
the obligation arises as a result of acquiring the asset or using it for purposes other than the production of inventories. 

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the 
location and condition necessary for it to be capable of operating in the manner intended by management. 

Major spare parts and stand by equipment which are expected to be used for more than one period are included in 
property, plant and equipment. In addition, spare parts and stand by equipment which can only be used in connection with 
an item of property, plant and equipment are accounted for as property, plant and equipment 

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet 
the recognition criteria above are included as a replacement in the cost of the item of property, plant and equipment. Any 
remaining inspection costs from the previous inspection are derecognised. 

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated 
residual value. 
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1.3 Property, plant and equipment (continued) 

The useful lives of items of property, plant and equipment have been assessed as follows: 


Item 

Average useful life 

Buildings 

• Office Buildings 

30 

Infrastructure 

• Taxi Ranks 

20 

• Bus Terminals and Shelters 

20 

• Street Lights 

25 

Community 

• Library 

30 

• Recreational Centres 

30 

• Sports and related grounds 

30 

• Outdoor sports facilities 

20 

• Community Halls 

30 

• Public Conveniences 

30 

Other property, plant and equipment 

• Bins and Containers 

5-10 

* Buildings 

30 

• Computer Equipment 

5 

♦ Computer Software (part of computer) 

5 

* Emergency equipment 

5-15 

• Furniture and Fittings 

3-10 

• Motor Vehciles 

5 

• Office Equipment 

5 

* Other Assets 

2-30 


Each part of an item of property, plant and equipment with a cost that Is significant in relation to the total cost of the Item 
is depreciated separately. 

The depreciation charge for each period Is recognised in surplus or deficit unless it is included In the carrying amount of 
another asset. 

Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no 
further economic benefits or service potential expected from the use of the asset. 

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or deficit 
when the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and equipment 
is determined as the difference between the net disposal proceeds, if any, and the carrying amount of the item. 

Transitional provision 

The municipality changed its accounting policy for property, plant and equipment in 2010. The change in accounting policy 
is made in accordance with its transitional provision as per Directive 4 of the GRAP Reporting Framework. 

According to the transitional provision, the municipality is not required to measure property, plant and equipment for 
reporting periods beginning on or after a date within three years following the date of initial adoption of the Standard of 
GRAP on Property, plant and equipment. Property, plant and equipment has accordingly been recognised at provisional 
amounts, as disclosed in 5. The transitional provision expires on 30 June 2012. 

Until such time as the measurement period expires and property, plant and equipment is recognised and measued in 
accordance with the requirements of the Standard of GRAP on Property, plant and equipment, the municipality need not 
comply with the Standards of GRAP on: 

• Presentation of Financial Statements (GRAP 1), 

• The Effects of Changes in Foreign Exchange Transactions (GRAP 4), 

• Leases (GRAP 13), 

• Segment Reporting (GRAP 18), 

• Non-current Assets Held for Sale and Discontinued Operations (GRAP 100) 

The exemption from applying the measurement requirements of the Standard of GRAP on Property, plant and equipment 
implies that any associated presentation and disclosure requirements need not be complied with for property, plant and 
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1 .3 Property, plant and equipment (continued) 

equipment not measured in accordance with the requirements of the Standard of GRAP on Property, plant and equipment, 

1 .4 In tang ibie assets 

Intangible assets comprise computer software and anti-virus software and are initially recognised at cost. 

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 

Amortisation is provided for intangible assets on a straight fine basis over the usefule life. The amortisation period and the 
amortisation method for intangible assets are reviewed at each reporting date. 

Amortisation is provided to write down the intangible assets, on a straight fine basis, to their residual values as follows: 

Item Useful life 

Computer software, other 5 years 

Intangible assets are derecognised: 

• on disposal; or 

* when no future economic benefits or service potential are expected from its use or disposal. 

The gain or loss is the difference between the net disposal proceeds, if any, and the carrying amount. It is recognised in 
surplus or deficit when the asset is derecognised. 

1.5 Financial instruments 
Trade and other receivables 

Trade receivables are measured at initial recognition at fair value, and are subsequently measured at amortised cost using 
the effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised in surplus 
or deficit when there is objective evidence that the asset is impaired. Significant financial difficulties of the debtor, 
probability that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments (more 
than 150 days overdue) are considered indicators that the trade receivable is impaired. 

The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the deficit is 
recognised in surplus or deficit within operating expenses. When a trade receivable is uncollectible, it is written off against 
the allowance account for trade receivables. Subsequent recoveries of amounts previously written off are credited against 
operating expenses in surplus or deficit. 

T rade and other payables 

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the effective 
interest rate method. 

Cash and cash equivalents 

Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid investments 
that are readily convertible to a known amount of cash and are subject to an insignificant risk of changes in value. These 
are initially and subsequently recorded at fair value. 

Bank overdraft and borrowings 

Bank overdrafts and borrowings are initially measured at fair value, and are subsequently measured at amortised cost, 
using the effective interest rate method. Any difference between the proceeds (net of transaction costs) and the settlement 
or redemption of borrowings is recognised over the term of the borrowings in accordance with the municipality's 
accounting policy for borrowing costs. 

1.6 Leases 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A lease 
is classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 
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1.6 Leases (continued) 

Finance leases - lessee 

Finance leases are recognised as assets and liabilities In the statement of financial position at amounts equal to the fair 
value of the leased property or, if lower, the present value of the minimum lease payments* The corresponding liability to 
the lessor is included in the statement of financial position as a finance lease obligation. 

The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit in the 
lease. 

Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The 
finance charge is allocated to each period during the lease term so as to produce a constant periodic rate of on 
the remaining balance of the liability. 

1.7 Inventories 

Inventories are initially measured at cost except where inventories are acquired at no cost, or for nominal consideration, 
then their costs are their fair value as at the date of acquisition. 

Subsequently inventories are measured at the lower of cost and net realisable value. 

* distribution at no charge or for a nominal charge; or 

* consumption in the production process of goods to be distributed at no charge or for a nominal charge. 

The cost of Inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition. 

The cost of inventories is assigned using the formula. The same cost formula is used for all inventories having a similar 
nature and use to the municipality. 

1.8 Impai rmen t of non-cash-gene rati ng assets 

Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial 
return. When an asset is deployed in a manner consistent with that adopt^ by a profit-orientated entity, it generates a 
commercial return. 

Non-cash-generating assets are assets other than cash-generating assets. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic 
recognition of the loss of the asset’s future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting any 
accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a 
commercial return that generates cash inflows from continuing use that are largely independent of the cash inflows from 
other assets or groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and 
income tax expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable service amount is the higher of a non-cash-generating asset’s fair value less costs to sell and its value in use. 
Useful life is either: 

• (a) the period of time over which an asset is expected to be used by the municipality: or 

• (b) the number of production or similar units expected to be obtained from the asset by the municipality. 
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1.8 Impairment of non-cash-generating assets (continued) 

Identification 

When the carrying amount of a non-cash-generating asset exceeds Its recoverable service amount, it is impaired. 

The municipality assesses at each reporting date whether there is any indication that a non-cash-generating asset may be 
impaired. If any such indication exists, the municipality estimates the recoverable service amount of the asset. 

Recognition and measurement 

If the recoverable service amount of a non-cash-generating asset is less than its carrying amount, the carrying amount of 
the asset is reduced to its recoverable service amount. This reduction is an impairment loss. 

An impairment loss is recognised immediately in surplus or deficit. 

Any impairment loss of a revalued non-cash-generating asset is treated as a revaluation decrease. 

When the amount estimated for an impairment loss is greater than the carrying amount of the non-cash-generating asset 
to which it relates, the municipality recognises a liability only to the extent that is a requirement in the Standards of GRAP. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the non-cash-generating asset is 
adjusted in future periods to ailocate the non-cash-generating asset’s revised carrying amount, less its residual value (if 
any), on a systematic basis over its remaining useful life. 

Reversal of an impairment loss 

The municipality assess at each reporting date whether there is any indication that an impairment loss recognised in prior 
periods for a non-cash-generating asset may no longer exist or may have decreased. If ary such indication exists, the 
municipality estimates the recoverable service amount of that asset. 

An impairment loss recognised in prior periods for a non-cash-generating asset Is reversed if there has been a change in 
the estimates used to determine the asset's recoverable service amount since the last impairment loss was recognised. 
The carrying amount of the asset is increased to its recoverabie service amount. The increase is a reversal of an 
impairment loss. The increased carrying amount of an asset attributable to a reversal of an impairment loss does not 
exceed the carrying amount that would have been determined (net of depreciation or amortisation) had no impairment loss 
been recognised for the asset in prior periods. 

A reversal of an impairment loss for a non-cash-generating asset is recognised immediately in surplus or deficit. 

Any reversal of an impairment loss of a revalued non-cash-generating asset is treated as a revaluation increase. 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the non-cash-generating 
asset is adjusted in future periods to allocate the non-cash-generating asset's revised carrying amount, less its residual 
value (if any), on a systematic basis over its remaining useful life. 

1.9 Employee benefits 
Short-term employee benefits 

The cost of short-term employee benefits, (those payable within 12 months after the service is rendered, such as 
paid vacation leave and sick leave, bonuses, and non-monetary benefits such as medical care), are recognised in the 
period in which the service is rendered and are not discounted. 

The expected cost of compensated absences is recognised as an expense as the employees render services that increase 
their entitlement or, in the case of non-accumulating absences, when the absence occurs. 

1.10 Provisions and contingencies 
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1.10 Provisions and contingencies (continued) 

Provisions are recognised when: 

• the municipality has a present obligation as a result of a past event; 

• it Is probable that an outflow of resources embodying economic benefits or service potential will be required to 
settle the obligation; and 

• a reliable estimate can be made of the obligation. 

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at 
the reporting date. 

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the 
municipality settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the 
reimbursement does not exceed the amount of the provision. 

Provisions are not recognised for future operating deficits. 

If an entity has a contract that is onerous, the present obligation (net of recoveries) under the contract is recognised and 
measured as a provision. 

A constructive obligation to restructure arises only when an entity: 

• has a detailed formal plan for the restructuring, identifying at least: 

• the activity/operating unit or part of a activity/operating unit concerned; 
the principal locations affected; 

the location, function, and approximate number of employees who will be compensated for services being 
terminated; 

the expenditures that will be undertaken; and 
when the plan will be implemented; and 

• has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement 
that plan or announcing its main features to those affected by it. 

After their initial recognition contingent liabilities recognised in business combinations that are recognised separately are 
subsequently measured at the higher of: 

• the amount that would be recognised as a provision; and 

• the amount initially recognised less cumulative amortisation. 

Contingent assets and contingent liabilities are not recognised. 

1.11 Revenue from exchange transactions 

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows result 
in an increase in net assets, other than increases relating to contributions from owners. 

An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished, and 
directly gives approximately equal value (primarily in the form of goods, services or use of assets) to the other party in 
exchange. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, 
willing parties in an arm’s length transaction. 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume 
rebates. 

Rendering of services 
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1.11 Revenue from exchange transactions (continued) 

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with 
the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The outcome 
of a transaction can be estimated reliably when all the following conditions are satisfied: 

• the amount of revenue can be measured reliably; 

• it is probable that the economic benefits or service potential associated with the transaction will flow to 
the municipality; 

• the stage of completion of the transaction at the reporting date can be measured reliably; and 

• the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 

When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised on a 
straight line basis over the specified time frame unless there is evidence that some other method better represents the 
stage of completion. When a specific act is much more significant than any other acts, the recognition of revenue 
is postponed until the significant act is executed. 

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is 
recognised only to the extent of the expenses recognised that are recoverable. 

Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of 
completion is determined by the proportion that costs incurred to date bear to the total estimated costs of the transaction. 

1.12 Revenue from non-exchange transactions 

Non-exchange transactions are defined as transactions where the entity receives value from another entity without directly 
giving approximately equal value in exchange. 

Revenue Is the gross inflow of economic benefits or service potential during the reporting period when those inflows result 
in an increase in net assets, other than increases relating to contributions from owners. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, 
willing parties in an arm’s length transaction. 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and 
volume rebates. 

Rates, including collection charges and penalties interest 

Revenue from rates, including collection charges and penalty interest, is recognised when: 

• it is probable that the economic benefits or service potential associated with the transaction will flow to 
the municipality; 

• the amount of the revenue can be measured reliably: and 

• there has been compliance with the relevant legal requirements. 

Changes to property values during a reporting period are valued by a suitably qualified valuator and adjustments are made 
to rates revenue, based on a time proportion basis. Adjustments to rates revenue already recognis^ are processed or 
additional rates revenue is recognised. 

Fines 

Revenue from the issuing of fines is recognised when: 

• it is probable that the economic benefits or service potential associated with the transaction will flow to 
the municipality: and 

• the amount of the revenue can be measured reliably. 

The municipality has two types of fines: spot fines and summonses. There is uncertainty regarding the probability of the 
flow of economic benefits or service potential in respect of spot fines as these fines are usually not given directly to an 
offender. Further legal processes have to be undertaken before the spot fine is enforceable. In respect of summonses the 
public prosecutor can decide whether to waive the fine, reduce it or prosecute for non-payment by the offender. Revenue 
from summonses, the revenue from summonses is recognised when the public prosecutor pays over to the entity the cash 
actually collected on summonses issued. 
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1.12 Revenue from non-exchange transactions (continued) 

Government grants 

Government grants are recognised as revenue when: 

• it is probable that the economic benefits or service potential associated with the transaction will flow to 
the municipality, 

• the amount of the revenue can be measured reliably, and 

• to the extent that there has been compliance with any restrictions associated with the grant. 

Restrictions on government grants may result in such revenue being recognised on a time proportion basis. Where there is 
no restriction on the period, such revenue is recognised on receipt or when the Act becomes effective, which-ever is 
earlier. 

Other grants and donations 

Other grants and donations are recognised as revenue when: 

• it is probable that the economic benefits or service potential associated with the transaction will flow to 
the municipality: 

• the amount of the revenue can be measured reliably: and 

• to the extent that there has been compliance with any restrictions associated with the grant. 

If goods in-kind are received without conditions attached, revenue is recognised immediately. If conditions are attached, a 
liability is recognised, which is reduced and revenue recognised as the conditions are satisfied. 

1.13 Investment income 

Interest and rentals are recognised on a time proportion basis. 

1.14 Borrowing costs 

Borrowing costs are recognised as an expense in the period in which they are incurred. 

1.15 Comparative figures 

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year. 

1.16 Unauthorised expenditure 

Unauthorised expenditure means: 

• overspending of a vote or a main division within a vote; and 

• expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance 
with the purpose of the main division. 

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial performance 
in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense, 
and where recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

1.17 Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been 
exercised. 

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of 
financial performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the 
nature of the expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial 
performance. 

1.18 Irregular expenditure 

Irregular expenditure as defined in section 1 of the PFMA is expenditure other than unauthorised expenditure, incurred in 
contravention of or that is not in accordance with a requirement of any applicable legislation, including - 

• (a) this Act; or 

• (b) the State Tender Board Act, 1968 (Act No. 86 of 1968), or any regulations made in terms of the Act: or 
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1.18 Irregular expenditure (continued) 

• (c) any provincial legislation providing for procurement procedures in that provincial government. 

National Treasury practice note no. 4 of 2008/2009 which was issued in terms of sections 76(1) to 76(4) of the 
PFMA 

requires the following (effective from 1 April 2008): 

Irregular expenditure that was incurred and identified during the current financial and which was condoned before year end 
and/or before finalisation of the financial statements must also be recorded appropriately in the irregular expenditure 
register. In such an instance, no further action is also required with the exception of updating the note to the 
financial statements. 

Irregular expenditure that was incurred and identified during the current financial year and for which condonement is being 
awaited at year end must be recorded in the irregular expenditure register. No further action is required with the exception 
of updating the note to the financial statements. 

Where irregular expenditure was Incurred in the previous financial year and is only condoned in the following 
financial year, the register and the disclosure note to the financial statements must be updated with the amount condoned. 

Irregular expenditure that was incurred and identified during the current financial year and which was not condoned by the 
National Treasury or the relevant authority must be recorded appropriately in the irregular expenditure register If liability 
for the irregular expenditure can be attributed to a person, a debt account must be created if such a person is liable in law. 
Immediate steps must thereafter be taken to recover the amount from the person concerned. If recovery is not possible, 
the accounting officer or accounting authority may write off the amount as debt impairment and disclose such in 
the relevant note to the financial statements. The irregular expenditure register must also be updated accordingly. If 
the irregular expenditure has not been condoned and no person is liable in law, the expenditure related thereto must 
remain against the relevant programme/expenditure item, be disclosed as such in the note to the financial statements and 
updated accordingly in the irregular expenditure register. 

1.19 Use of estimates 

The preparation of annual financial statements in conformity with Standards of GRAP requires the use of certain critical 
accounting estimates. It also requires management to exercise its judgement in the process of applying the municipality’s 
accounting policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and 
estimates are significant to the annual financial statements are disclosed in the relevant sections of the annual financial 
statements. Although these estimates are based on management's best knowledge of current events and actions they may 
undertake in the future, actual results ultimately may differ from those estimates. 

1.20 Presentation of currency 

These annual financial statements are presented in South African Rand. 

1.21 Offsetting 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is required or permitted by a 
Standard of GRAP 

1.22 Conditional grants and receipts 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the 
municipality has complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent that 
the criteria, conditions or obligations have not been met a liability is recognised. 

1.23 Segmental information 

Segmental information on property, plant and equipment, as well as income and expenditure, is set out in Appendices C 
and D, based on the International Government Financial Statistics classifications and the budget formats prescribed by 
National Treasury. The municipality operates solely in its area of jurisdiction as determined by the Demarcation Board. 

Segment information is prepared in conformity with the accounting policies applied for preparing and presenting the 
financial statements. 

2C — 


68 



Nquthu Local Municipality 

Annua) Financial Statements for the year ended 30 June 2010 

Notes to the Annual Financial Statements 

Figures in Rand 2010 2009 


2. Changes in accounting policy 

The annual financial statements have been prepared in accordance with Standards of Generally Recognised Accounting 
Practice. This represents a change in accounting fromwork from IMFO. 

The aggregate effect of the changes in accounting policy on the annual financial statements for the year ended 30 June 
2009 are as follows: 

Statement of financial position 

Property, plant and equipment (Cost) 


Previously stated 

- 

71,625,788 

Adjustment 

- 

(1,646.988) 


- 

69,978,800 

Property Plant and Equipment ( Accumulated Depreciation) 

Adjustment 


18,300,158 

Loans redeemed and other capital receipts 

Previously stated 


52,344,567 

Adjustment 

- 

(52,344,567) 


- 

- 

Investment Property 

Adjustment 


1 ,423,573 

Accrued Bonus 

Previously stated 


276,148 

Adjustment 

- 

320,321 


- 

596,469 

Reserves - Unspent grants 

Previously stated 


6,376,511 

- Adjustments 

- 

(6,376.511) 


- 

- 

Current Liabilites - Unspent grants 

Adjustment 


6,376,51 1 

Statutory funds 

Previously stated 


16,941,999 

Adjustment 

- 

(16,941,999) 


- 

• 

Finance lease liabilities 

Adjustment 


353,168 

Finance Leased Assets (cost) 

Adjustment 


668,406 

Provisions 

Previously stated 


1,592,084 

Adjustment 

- 

(276,148) 


- 

1,315,936 
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^10 2009 

2. Changes in accounting policy (continued) 


Accumulated Surplus 

Previously stated- balance 

- Prior year errors 

Grap implementation adjustments 

(2,162,955) 
(117.711) 
^ 57.257,276 

54,976,610 

Finance Leased Assets (Accumulated depreciation) 

Adjustment 

418,740 

Intangible Assets 

Adjustment 

8.000 

Intangible Assets (Accumulated amortisation) 

Adjustment 

(8,000) 

Statement of financial performance 


Depreciation and Amortisation 

Adjustment 

3.411,011 

Finance costs 

Adjustment 

256,880 

3. Prior period errors 

Consumer debtors were duplicated in the 2008/09 financial year 


Provision for bad debts was understated in the prior year 2008/09, This was discocered in the current year and corrected 
as shown below. 

Councillor Debt was not raised in the prior year 2008.09, this was discovered in the current year and is corrected below. 
Provision for Bonus was undertstated in the prior year 2008.09, this was discovered in the current year and is corrected 
below. 

Payments of 2007.08 accurals incorrectly stated as expenditure for 2008.09. this was discovered in the current year and is 
correct below. 

Unspent portion of government grant recognised as revenue in the prior year, this was discovered in the current year and 
corrected as shown below. 

The correction of the error(s) results in adjustments as follows: 


Statement of financial position 

Decease in Consumer Debtors 

Increase in Sundry Debtors 

Increase in Provision for Bonus 

Decrease in the Accruals 

Increase in provision for bad debts 

Increase in unspent grants in prior year 

738.441 

570.838 

320,321 

688.549 

2,028.920 

167.792 

Statement of financial performance 

Decrease In Salary expenditure 

Decrease in Revenue 

Decrease in Salary expenditure for councilors 

Other 

688.549 

738.441 

570.838 

320.321 
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3, Prior period errors (continued) 

Increase in expenditure 

Decrease in grant revenue recognised 


2,028,920 

167,792 
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4. New standards and interpretations 

4.1 Standards and interpretations effective and adopted 

In the current year, the municipality has adopted the following 
current financial year and that are relevant to its operations: 

IFRS 7 (AC 144) Financial Instruments: Disclosures 

IFRS 7 introduces new disclosures relating to financial instruments and does not have any impact on the classification and 
valuation of the municipality's financial instruments* 

The effective date of the standard is for years beginning on or after 01 January 2007. 

The municipality has adopted the standard for the first time in the 2010 annual financial statements. 

The impact of the standard is set out in note 2 Changes in Accounting Policy. 

May 2008 Annual Improvements to IFRS's: Amendments to IFRS 7 (AC 144) Financial Instruments; Disclosures 

The amendment relates to changes in the Implementation Guidance of the Standard. Total interest income’ was removed 
as a component of finance costs from paragraph IG13. This was to remove inconsistency with the requirement of IAS 1 
(AC 101) Presentation of Financial Statements which precludes the offsetting of income and expenses. 

The effective date of the amendment is for years beginning on or after 01 January 2009. 

The municipality does not envisage the adoption of the standard until such time as it becomes applicable to the operations 
of the municipality. 

It is unlikely that the ammendment will have a material impact on the municipality’s annual financial statements. 

May 2008 Annual Improvements to IFRS's: Amendments to IAS 19 (AC 116) Employee Benefits 

With regards to curtailments and negative past service costs clarification has been made that: 

• When a plan amendment reduces benefits, the effect of the reduction for future service is a curtailment and the 
effect of any reduction for past service is a negative past service cost; 

• Negative past service cost arises when a change in the benefits attributable to past service results in a reduction 
in the present value of the defined benefit obligation; and 

• A curtailment may arise from a reduction in the extent to which future salary increases are linked to the benefits 
payable for past service. 

The definition of ‘return on plan assets’ has also been amended to require the deduction of plan administration costs only 
to the extent that such costs have not been reflected in the actuarial assumptions used to measure the defined benefit 
obligation. 

The term “fall due” in the definition of “short term employee benefits" has been replaced with “due to be settled” 

The effective date of the amendment is for years beginning on or after 01 January 2009. 

The municipality does not envisage adoption of the policy until such time as it becomes appicable to the municipality's 
operations. 

It is unlikely that the ammendment will have a material impact on the entity's annual financial statements. 

May 2008 Annual Improvements to IFRS's: Amendments to IAS 36 (AC 128) Impairment of Assets 

The amendment requires disclosures of estimates used to determine the recoverable amount of cash-generating units 
containing goodwill or intangible assets with indefinite useful lives. Specifically, the following disclosures are required when 
discounted cash flows are used to estimate fair value less costs to sell: 

• The period over which management has projected cash flows; 

• The growth rate used to extrapolate cash flow projections; and 

• The discount rate(s) applied to the cash flow projections. 


in the current year 

standards and interpretations that are effective for the 
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4. New standards and interpretations (continued) 

The effective date of the amendment is for years beginning on or after 01 January 2009, 

The municipality has not envisaged the adoptation of the ammendment untill such time that it becomes applicable the 
municipality's operations. 

The impact of the amendment is not material 

GRAP 5: Borrowing Costs 

This Standard allows entities, in the exceptionally rare cases, to expense borrowing costs that are directly attributable to 
the acquisition, construction or production of a qualifying asset This applies when it is inappropriate to capitalise 
borrowing costs. 

It is inappropriate to capitalise borrowing costs when, and only when, there is dear evidence that it is difficult to link the 
borrowing requirement of an entity directly to the nature of the expenditure to be funded i.e. capital or current. In such 
cases, an entity shall expense those borrowing costs related to a qualifying asset directly to the statement of financial 
performance. 

The following Directive also need to be considered: 

Directive 4 - Transitional provisions for medium and low capacity municipalities requires only prospective application of the 
Standard and only will apply to borrowing costs incurred on qualifying assets where the commencement date for 
capitalisation is on or after the effective date of the Standard, 

The effective date of the standard is for years beginning on or after 01 July 2009, 

The municipality has adopted the standard for the first time in the 2010 annual financial statements. 

The impact of the standard is set out in note 2 Changes in Accounting Poiicy. 

GRAP 9; Revenue from Exchange Transactions 

The definition of revenue in terms of GRAP 9 incorporates the concept of service potential Revenue is the gross inflow of 
economic benefits or service potential when those inflows result in an increase in net assets, other than increases relating 
to contributions from owners. 

Entities may derive revenue from exchange or non-exchange transactions. 

An exchange transaction is one in which the municipality receives resources or has liabilities extinguished, and directly 
gives approximately equal value to the other party in exchange. 

Non-exchange revenue transaction is a transaction where an entity receives value from another entity without directly 
giving approximately equal value in exchange. 

An entity recognises revenue when it is probable that economic benefits or service potential will flow to the municipality, 
and the municipality can measure the benefits reliably, 

GRAP 9 clarifies that this Standard only applies to revenue from exchange transactions. 

Other than terminology difference, no affect on initial adoption of Standard on GRAP 9, 

The following Directives also needs to be considered: 

Directive 4 - Transitional provisions for medium and low capacity municipalities requires retrospective application of the 
Standard. 

The effective date of the standard is for years beginning on or after 01 July 2009, 

The municiplity has adopted the standard for the first time in the 2010 annual financial statements. 
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4. New standards and interpretations (continued) 

The impact of the standard is set out in note 2 Changes in Accounting Policy* 

GRAP 12: inventories 

GRAP 12 includes the definition of current replacement costs as the cost the municipality would incur to acquire the asset 
on the reporting date* GRAP 12 also includes the principal of service potential associated with the item that will flow to the 
municipality as part of recognition criteria for inventories as well as the concept of goods purchased or produced for 
distribution at no charge or for a nominal consideration, which is specific to the public sector* 

Initial measurement is required at cost (an exchange transaction) and where inventories are acquired at no cost or nominal 
consideration (non-exchange transaction), their cost shall be their fair value at acquisition date. 

Subsequent measurement shall be at lower of cost and net realisable value except if inventories are held for: 

• distribution at no charge or for a nominal charge, or 

• consumption in the production process of goods to be distributed at no charge or for a nominal charge. 

If the above applies then subsequent measurement shall be at the lower of cost or current replacement cost. 

The retail method of measurement of cost is excluded from GRAP 12. 

Directive 4 - Transitional provisions for medium and low capacity municipalities requires retrospective application of the 
Standard. However, entities are not required to measure inventories in accordance with the requirements of the Standard 
for reporting periods beginning on or after a date within three years following the date of initial adoption of the Standard. 

The effective date of the standard is for years beginning on or after 01 July 2009. 

The municipality has adopted the standard for the first time in the 2010 annual financial statements. 

The impact of the standard is set out in note 2 Changes in Accounting Policy. 

GRAP 13: Leases 

GRAP 13 incorporates additional guidance on the concept of substance and legal form of a transaction, to illustrate the 
difference between lease and other contracts and on operating lease incentives. 

In certain circumstances, legislation may prohibit the entering into certain types of lease agreements. If the municipality 
has contravened these legislative requirements, the municipality is still required to apply the requirements of GRAP 13. 

Other than the abovementioned requirements, there is no other impact on the initial adoption of GRAP13. 

The following Directive also needs to be considered: 

Directive 4 - Transitional provisions for medium and low capacity municipalities requires retrospective application of the 
Standard. Where items have not been recognised as a result of transitional provisions under the Standard of GRAP on 
Property, Plant and Equipment or the Standard of GRAP on Agriculture, the recognition requirements of the Standard 
would not apply to such items until the transitional provision in that Standard expires. 

The effective date of the standard is for years beginning on or after 01 July 2009. 

The municipality has adopted the standard for the first time in the 2010 annual financial statements. 

The impact of the standard is set out in note 2 Changes in Accounting Policy. 

GRAP 14: Events after the reporting date 

An event, which could be favourable or unfavourable, that occurs between the reporting date and the date the annual 
financial statements are authorised for issue. 

GRAP 14 requires the date of authorisation for issue is the date on which the annual financial statements have received 
approval from management to be issued to the executive authority or municipal council. 
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4. New standards and Interpretations (continued) 

Two types of events can be identified: 

• those that provide evidence of conditions that existed at the reporting date (adjusting events after the reporting 
date): and 

* those that are indicative of conditions that arose after the reporting date (non-adjusting events after the reporting 
date). 

An entity shall adjust the amounts recognised in its annual financial statements to reflect adjusting events after the 
reporting date. 

An entity shall not adjust the amounts recognised in its annual financial statements to reflect non-adjusting events after the 
reporting date. 

The effective date of the standard is for years beginning on or after 01 July 2009. 

The minucipality has adopted the standard for the first time in the 2010 annual financial statements. 

The impact of the standard is set out in note 2 Changes in Accounting Policy. 

GRAP 16: Investment Property 

Investment property includes property held to earn rentals and/or for capital appreciation, rather than held to meet service 
delivery objectives, the production or supply of goods or services, or the sale of an asset in the ordinary course of an 
entity’s operations. 

GRAP 16 states that the use of property to provide housing as a social service does not qualify as investment property 
even though rentals are earned. 

At initial recognition, investment property is measured at cost including transaction costs. However, where an entity 
acquires investment property through a non-exchange transaction (i.e. where it acquired the investment property for no or 
a nominal value), its cost is its fair value as at the date of acquisition. 

The cost of self-constructed investment property is the cost at date of completion. 

After initial recognition, entities can carry investment property at either the fair value (fair value model) or cost less 
accumulated depreciation and accumulated impairment (cost model). 

An entity is required to disclose the fair value of investment property if the cost model is used. When an entity carries 
investment properties at fair value, the fair value needs to be determined at every reporting date. Gains or losses arising 
from changes in fair value are included in surplus or deficit for the period in which they arise. 

The following Directive also needs to be considered: 

Directive 4 - Transitional provisions for medium and low capacity municipalities requires retrospective application of the 
Standard. However, entities are not required to measure investment properties in accordance with the requirements of the 
Standard for reporting periods beginning on or after a date within three years following the date of initial adoption of the 
Standard. 

The effective date of the standard is for years beginning on or after 01 July 2009. 

The municipality has adopted the standard for the first time in the 2010 annual financial statements. 

The impact of the standard is not material. 

GRAP 17: Property, Plant and Equipment 

GRAP 17 does not require or prohibit the recognition of heritage assets but if an entity recognises heritage assets the 
municipality needs to comply with GRAP 17 disclosure requirements. 

Additional commentary has been included in to clarify the applicability of infrastructure assets to be recognised in terms of 
GRAP17. 
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4. New standards and interpretations (continued) 

Revenue from non-exchange transactions arises when an entity receives value from another entity without directly giving 
approximately equal value in exchange. An asset acquired through a non-exchange transaction shall initially be measured 
at its fair value as at the date of acquisition. 

This revenue will be measured at the amount of increase in net assets recognised by the municipality. 

An inflow of resources from a non-exchange transaction recognised as an asset shall be recognised as revenue, except to 
the extent that a liability is recognised for the same inflow. As an entity satisfies a present obligation recognised as a 
liability in respect of an inflow of resources from a non-exchange transaction recognised as an asset, it will reduce the 
carrying amount of the liability recognised as recognise an amount equal to that reduction. 

This Standard has been approved by the Board but its effective date has not yet been determined by the Minister of 
Finance. The effective date indicated is a provisional date and could change depending on the decision of the Minister of 
Finance. 

The effective date of the standard is for years beginning on or after 01 July 2009. 

The municipality has adopted the standard for the first time in the 2010 annual financial statements. 

The impact of the standard is set out in note 2 Changes in Accounting Policy. 

GRAP 100: Non-current Assets Held for Sale and Discontinued Operations 

GRAP 100 includes in its scope the reference to non-cash generating assets. It further includes definitions relevant to the 
understanding of the Standard e.g. “Non-cash-generating assets" are assets other than cash-generating assets and “value 
in use of a non-cash-generating asset" is the present value of the asset's remaining service potential. 

GRAP 100 excludes from the description of a discontinued operation reference to a controlled entity acquired exclusively 
with a view to resale. 

Directive 2 - Transitional provisions for public entities, municipal entities and constitutional Institutions requires prospective 
application of this Standard. 

Directive 3 - Transitional provisions for high capacity municipalities requires prospective application of the Standard. 
However, the Standard would not apply to those items that have not been recognised as a result of the transitional 
provisions under the Standard of Property, Plant and Equipment until the transitional provision in that Standard expires. 

Directive 4 - Transitional provisions for medium and low capacity municipalities requires prospective application of the 
Standard. However, the Standard would not apply to those items that have not been recognised as a result of the 
transitional provisions under the Standards of GRAP on Inventories, Investment Property, Property, Plant and Equipment, 
Agriculture and Intangible Assets until the transitional provision in that Standard expires. 

The effective date of the standard is for years beginning on or after 01 July 2009. 

The municipality has adopted the standard for the first time in the 2010 annual financial statements. 

The impact of the standard is set out in note 2 Changes in Accounting Policy. 

GRAP 102: Intangible Assets 

GRAP 102 excludes guidance on accounting for intangible assets acquired as part of an entity combination and in-process 
research and development costs acquired in an entity combination. 

Recognition requirement includes the concept of the probable flow of service potential. 

GRAP 102 distinguishes between impairment loss of cash generating and non-cash-generating assets. 

Intangible assets acquired at no or for a nominal cost shall be measured on acquisition date at its fair value. 

In GRAP 102 the identifiability criterion in the definition of an intangible asset has been expanded to include contractual 
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4. New standards and interpretations (continued) 

rights arising from binding arrangements, and to exclude rights granted by statute* 

Additional guidance included in GRAP 102 to explain that distinction should be made between assets associated with the 
item of property, plant and equipment and the intangible asset. 

Guidance on web site costs has been included in GRAP 102 from SIC Interpretation 32 Intangible Assets - Web Site 
Costs. 

Guidance on intangible assets that may be acquired in exchange for non-monetary assets, where the exchange 
transaction lacks commercial substance has not been included in GRAP 102 as guidance to be included in GRAP 23. 

GRAP 102 does not state “gains shall not be classified as revenue” as GRAP term “income” has a broader meaning than 
the term “revenue”. 

Directive 4 - Transitional provisions for medium and low capacity requires retrospective application of the Standard. Where 
entities have, on initial adoption of the Standard, accumulated and retained sufficient information about costs and the 
future economic benefits or service potential related to intangible assets that may have been expensed previously, those 
intangible assets should be recognised in accordance with the Standard. Entities are not requir^ to measure intangible 
assets for reporting periods beginning on or after a date within three years following the date of initial adoption of the 
Standard of GRAP on Intangible Assets. 

The effective date of the standard is for years beginning on or after 01 July 2009. 

The municipality has adopted the standard for the first time in the 2010 annual financial statements. 

The impact of the standard is not material. 

IPSAS 21: Impairment of Non Cash-Generating Assets 

The method of measurement of value in use of a non-cash-generating asset under this Standard is different to that applied 
to a cash generating asset. 

Asset should be measured by reference to the present value of the remaining service potential of the asset. 

Determining value in use (present value of remaining service potential) of a non-cash-generating asset, may be the 
depreciated replacement cost approach, restoration cost approach and service units approach. 

This Standard does not require entities to apply an impairment test to property, plant and equipment carried at revalued 
amounts. 

This Standard does not include a decrease in market value significantly greater than would be expected as a result of the 
passage of time or normal use as a minimum indication of impairment. This indication is included as an additional 
indication that impairment may exist. 

The effective date of the standard is for years beginning on or after 01 July 2009. 

The municipality has adopted the standard for the first time in the 2010 annual financial statements. 

The impact of the standard is not material. 

IPSAS 20: Related Party Disclosure 

IPSAS 20 specifically excludes any consideration provided to key management personnel solely as a reimbursement for 
expenditure incurred by those individuals for the benefit of the reporting entity. 

The effective date of the standard is for years beginning on or after 01 July 2009. 

The municipality has adopted the standard for the first time in the 2010 annual financial statements. 

The impact of the standard is not material. 
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4. New standards and interpretations (continued) 

4.2 Standards and interpretations issued, but not yet effective 

The municipality has not applied the following standards and interpretations, which have been published and are 
mandatory for the munipality’s accounting periods beginning on or after 01 July 2010 or later periods: 

GRAP 18: Segment Reporting 

Segments are identified by the way in which information is reported to management, both for purposes of assessing 
performance and making decisions about how future resources will be allocated to the various activities undertaken by the 
municipality. The major classifications of activities identified in budget documentation will usually reflect the segments for 
which an entity reports information to management. 

Segment information is either presented based on service or geographical segments. Service segments relate to a 
distinguishable component of an entity that provides specific outputs or achieves particular operating objectives that are in 
line with the municipality's overall mission. Geographical segments relate to specific outputs generated, or particular 
objectives achieved, by an entity within a particular region. 

This Standard has been approved by the Board but Its effective date has not yet been determined by the Minister of 
Finance. The effective date Indicated is a provisional date and could change depending on the decision of the Minister of 
Finance. 

Directive 4 - Transitional provisions for medium and low capacity municipalities states that no comparative segment 
information need to be presented on initial adoption of the Standard. Where items have not been recognised as a result of 
transitional provisions un the Standard of GRAP on Property, Plant and Equipment and the Standard of GRAP on 
Agriculture, the recognition requirements of the Standard would not apply to such items until the transitional provision in 
that standard expires. 

The effective date of the standard is for years beginning on or after 01 July 2011 . 

The municipality does not envisage the adoptation of the standard until sich time as it becomes applicable to the 
municipality's operations. 

It Is unlikely that the standard will have a material impact on the municipality's annual financial statements. 

GRAP 24: Presentation of Budget Information in the Financial Statements 

Subject to the requirements of paragraph .19, an entity shall present a comparison of the budget amounts for which it is 
held publicly accountable and actual amounts either as a separate additional financial statement or as additional budget 
columns in the financial statements currently presented in accordance with Standards of GRAP. The comparison of budget 
and actual amounts shall present separately for each level of legislative oversight: 

• the approved and final budget amounts; 

• the actual amounts on a comparable basis; and 

• by way of note disclosure, an explanation of material differences between the budget for which the municipaiity 
is held publicly accountable and actual amounts, unless such explanation is included in other public documents 
issued in conjunction with the financial statements, and a cross reference to those documents is made in the 
notes. 

Where an entity prepares its budget and annual financial statements on a comparable basis, it includes the comparison as 
an additional column in the primary annual financial statements. Where the budget and annual financial statements are 
not prepared on a comparable basis, a separate statement is prepared called the ‘Statement of Comparison of Budget and 
Actual Amounts’. This statement compares the budget amounts with the amounts in the annual financial statements 
adjusted to be comparable to the budget 

A comparable basis means that the budget and annual financial statements: 

• are prepared using the same basis of accounting i.e. either cash or accrual; 

• include the same activities and entities; 

• use the same classification system; and 

• are prepared for the same period. 

This Standard has been approved by the Board but its effective date has not yet been determined by the Minister of 
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4. New standards and interpretations (continued) 

Finance. The effective date indicated is a provisional date and could change depending on the decision of the Minister of 
Finance. 

The effective date of the standard is for years beginning on or after 01 April 2010. 

The municipality does not envisage the adoptation of the standard until such time as it becomes applicable to the 
municipality's operations. 

it is unlikely that the standard will have a material impact on the municipality's annual financial statements. 

IGRAP 1: Interpretation of GRAP: Applying the Probability Test on Initial Recognition of Exchange Revenue 

An entity assesses the probability of each transaction on an individual basis when it occurs. Entities shall not assess the 
probability on an overall level based on the payment history of recipients of the service in general when the probability of 
revenue is assessed at initial recognition. 

The full amount of revenue will be recognised at initial recognition. Assessing impairment is an event that takes place 
subsequently to initial recognition. Such impairment is an expense. Revenue is not reduced by this expense. 

The effective date of the interpretation is for years beginning on or after 01 April 2010. 

The municipality does not envisage the adoptation of the standard until such time as it becomes applicable to the 
operations of the municipality. 

It is unlikely that the interpretation will have a material impact on the municipality’s annual financial statements. 
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Figures in Rand 





2010 

2009 

5. Property, plant and equipment 



2010 



2009 



Cost / 

Accumulated 

Carrying 

Cost / 

Accumulated 

Carrying 


Valuation 

depreciation 

value 

Valuation 

depreciation 

value 

Land 

16,087,000 

- 

16,087,000 

16,087,000 


16,087,000 

Buildings 

10,902,783 

(1,849,854) 

9,052,929 

10,902,783 

(1,483,724) 

9,419,059 

Infrastructure 

32,314,137 

(12,533,323) 

19,780,814 

30,540,055 

(10,690,595) 

19,849,460 

Community Assets 

4,932,048 

(1,578,599) 

3,353,449 

4.932,048 

(1,384,190) 

3,547,858 

Other property, plant and 

9,970,364 

(5,071,249) 

4,899,116 

6,848.508 

(4,322.909) 

2,525,599 

equipment 







Finance lease assets 

2,045,917 

(483,545) 

1,562,372 

668,406 

(418,740) 

249,666 

Total 

76,252,249 

(21,516,570) 

54,735,679 

69,978,800 

(18,300,158) 

51,678,642 


Reconciliation of property, plant and equipment - 2010 



Opening 

balance 

Additions 

Disposals 

Depreciation 

Total 

Land 

16,087,000 

- 

- 

. 

16,087,000 

Buildings 

9,419,059 

- 

- 

(366,130) 

9,052,929 

Infrastructure 

19,849,460 

1,774,082 

- 

(1,842,728) 

19,780,814 

Community Assets 

3,547,858 

- 


(194,409) 

3,353,449 

Other property plant and equipment 

2,525,599 

3,121,856 

- 

(748,340) 

4,899,115 

Finance lease Assets 

249,666 

1,910,117 

(90,279) 

(507,132) 

1,562,372 


51,678,642 

6,806,055 

(90,279) 

(3,658,739) 

54,735,679 


Reconciliation of property, plant and equipment - 2009 


Land 

Buildings 

Infrastructure 

Community Assets 

Other property, plant and equipment 

Finance lease assets 


Opening 

balance 

16,087,000 

9,785,189 

21,633,582 

3,742,268 

3,362,405 

383,348 

54,993,792 


Additions 


43,800 


43,800 


Depreciation 


(366,130) 

(1,784,122) 

(194,410) 

(880,606) 

(133,682) 

(3,358,950) 


Total 

16,087,000 

9,419,059 

19,849.460 

3,547,858 

2,525.599 

249,666 

51,678,642 


Transitional provisions 

Property, plant and equipment recognised at provisional amounts 

In accordance with the transitional provisions as per Directive 4 of the GRAP Reporting Framework, as disclosed in note 2, 
certain property, plant and equipment with a carrying value of R 49,961,470 (2009: R 51,636,035) was recognised at 
provisional amounts. Carrying amounts of property, plant and equipment carried at provisional amounts are: 


33 


80 



Nquthu Local Municipality 

Annual Financial Statements for the year ended 30 June 2010 

Notes to the Annual Financial Statements 

Figures in Rand 2010 2009 


5. Property, plant and equipment (continued) 
Due to initial adoption of GRAP 17 

Land 

Buildings 

Infrastructure 

Community Assets 

Other property, plant and equipment 

Finance lease assets 


16,087,000 16,087,000 

9,062,929 9,419,059 

30,540,055 19,849,460 

4,932,048 3,547,858 

6,848,508 2,525,599 

668,406 249,666 


Steps taken to establish the values of property, plant and equipment recognised at provisional amounts due to the initial 
adoption of GRAP 17, is as follows: 

The Municipality is in the process of appointing suitably qualified consultants to perform a complete valuation of all assets 
during the next financial year. 


The date at which full compliance with GRAP 17 is expected is 30 June 2012, 
6. Investment property 




2010 



200Q 



Cost i 

Accumulated 

Carrying 

Cost / 

Accumulated 

Carrying 


Valuation 

depreciation 

value 

Valuation 

depreciation 

value 

Investment property 

1,999,640 

(638.722) 

1,360,918 

1,999,640 

(576,067) 

1.423,573 


Reconciliation of investment property - 2010 


Investment property 


Opening Depreciation Total 
balance 

1,423,573 (62,655) 1,360,918 


Reconciliation of investment property - 2009 


Investment property 


Opening Depreciation Total 

hsalanf'o 

1,475,634 (52,061) 1,423,573 


A register containing the information required by section 63 of the Municipal Finance Management Act is available for 
inspection at the registered office of the municipality. 

Transitional provisions 

Investment property recognised at provisional amounts 

In accordance with the transitional provisions as per Directive 4 of the GRAP Reporting Framework, as disclosed in note 2, 
certain investment property with a carrying value of R 1,360,918 (2009: R 1,423,573) was recognised at provisional 
amounts. Carrying amounts of investment property carried at provisional amounts are as follows: 

Due to initial adoption of GRAP 16 

Investment property 1,360,918 1,423,573 

Steps taken to establish the values of investment property recognised at provisional amounts due to the initial adoption of 
GRAP 16, is as follows: 

Provisional amounts retrospectively adjusted during the year, are as follows (refer to note 2 for effect on the annual 
financial statements: 
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6. Investment property (continued) 

The date at which ful! compliance with GRAP 16 is expected, is 30 June 2012. 

7. Intangible assets 




_ 7010 



onnq 



Cost / 
Valuation 

Accumulated 

amortisation 

Carrying 

value 

Cost / 
Valuation 

Accumulated 

amortisation 

Carrying 

value 

Computer software, other 

11,238 

(8,899) 

2,339 

8,000 

(8,000) 

- 


Reconciliation of intangible assets - 2010 


Opening Additions Amortisation Total 
balance 

Computer software, other - 3,238 (899) 2,339 


Reconciliation of intangible assets - 2009 



Opening 

balance 

Amortisation 

Total 

Computer software, other 

8. Inventories 

Consumable stores 

Inventory is carried at the lower of cost or net realisable value. 

9. Trade and other receivables 

8,000 

(8,000) 


Other debtors 


866,085 

818,048 

10. VAT receivable 

Value Added Tax 


964,487 

3.442,409 


VAT is payable on a receipt basis. Only once payment is received from a debtor is VAT paid over to SARS. 


35 


82 



Nquthu Local Municipality 

Annual Financial Statements for the year ended 30 June 2010 


Notes to the Annual Financial Statements 


Figures in Rand 


2010 

2009 

11 . Consumer debtors 






Rates 


5,513,711 

4.071,281 

Electricity 


3,800,742 

4,177,111 

Refuse 


6,377,707 

2,896,728 



153692,160 

11 , 145,120 

Less: Provision for debt impairment 




Rates 



(0 477 

Electricity 


(2,262,699) 

(2,766,202) 

Refuse 


(3,796,846) 

(1,785,583) 



( 9 , 342 , 028 ) 

( 7 , 028 , 920 ) 

Net balance 




Rates 



1 RQ4 14fi 

Electricity 


1,538,043 

1,410,909 

Refuse 


2,581,386 

1,111,144 



6 , 350,657 

4 , 116,199 

Rates 




Current (0-30 days) 


A'K9 7AA 

Am 

31 - 60 days 


77,302 

129,892 

61 - 90 days 


106,711 

118,101 

91 - 120 days 


427,136 

132.750 

121 - 365 days 


1,996,008 

134,798 

> 365 days 


2,473,769 

3.433.939 



5 , 513,711 

4 , 071,281 

Electricity 




Current (0 -30 days) 



11 n RQA 

31 - 60 days 


277,344 

87.042 

61 - 90 days 


196,609 

385,172 

91-120 days 


271.623 

(966) 

121 -365 days 


963,292 

200,261 

> 365 days 


1,685.762 

3,394,909 



3 , 800,742 

4 , 177,111 

Refuse 




Current (0 -30 days) 


ARH dOA 

QA 724 

31 - 60 days 


239,692 

102,356 

61 - 90 days 


220,318 

104,110 

91 - 120 days 


229,972 

103,174 

121 - 365 days 


2,510,451 

103,008 

> 365 days 


2,826,871 

2.390,356 



6 , 377,707 

2 , 896,728 

Summary of debtors by customer classification 




Consumers 




Current (0 -30 days) 


44fi fi72 

54 977 

31 - 60 days 


323,440 

73,900 

61 - 90 days 


219,536 

74,210 

91 - 120 days 


372,353 

73,273 

121 - 365 days 


3,217,887 

613,074 

> 365 days 

36 

1,509,632 

1,515,926 
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Figures in Rand 

2010 

2009 

11. Consumer debtors (continued) 


6,089,520 

2,405,360 

Industrial/ commercial 

Current fO -30 days) 

Rfin ?R7 

tOR Ron 

31 - 60 days 

133,368 

79,358 

61 - 90 days 

82,716 

361,395 

91 - 120 days 

188,479 

- 

121 -365 days 

350,905 

819,726 

> 365 days 

2,318,671 

2,245,561 


3,634,506 

3,611,660 

National and provincial government 

Current fO -30 days) 


1 RR R99 

31 - 60 days 

228,214 

166,032 

61 - 90 days 

223,311 

167,007 

91 - 120 days 

402,970 

166,455 

121 - 365 days 

1,394,603 

1,195,552 

> 365 days 

3,158,098 

3,267,433 


5,968,134 

5,128,101 

Total 

Current fO -30 days) 

1 RA7 077 

,'^9R 91 R 

31 - 60 days 

685,022 

319,290 

61 - 90 days 

525,562 

607,382 

91 - 120 days 

963,802 

234,958 

121 -365 days 

4,963,920 

2,628,352 

> 365 days 

6,986,401 

7,028,920 


15.692,684 

11,145,120 

Less: Provision for debt impairment 

(9,342,028) 

(7,028,920) 


6,350,656 

4,116,200 


Reconciliation of provision for impairment of consumer debtors 

Opening balance 
Provision for impairment 


7,028,920 945,608 

2,313,108 6,083,312 

9,342,028 7,028,920 



Nquthu Local Municipality 

Annual Financial Statements for the year ended 30 June 2010 

Notes to the Annual Financial Statements 


Figures in Rand 



2010 

2009 

12. Cash and cash equivalents 





Cash and cash equivalents consist of: 





Bank balances 



704,446 

1,662,020 

The Municipality had the following bank accounts 





Account number / description Bank statement balances 

Cash book balances 


30 June 2010 30 June 2009 

30 June 2008 

30 June 2010 

30 June 2009 30 June 2008 

ABSA BANK - Cheque - 757, 111 1,61 3,583 

4053562762 

404,348 

666,010 

1,613,583 

404,348 

ABSA BANK - Cheque Account 47 260 48 436 

-4061817353 

51,254 

48,436 

48.436 

51,254 

Total 804,371 1,662,019 

455,602 

704,446 

1,662,019 

455,602 

13. Finance lease obligation 





Minimum lease payments due 

- within one year 



813,237 

223,086 

- in second to fifth year inclusive 



1,208,925 

203,685 




2,022,162 

426,770 

less: future finance charges 



(336,846) 

(73,602) 

Present value of minimum lease payments 



1,685,316 

353,168 

Present value of minimum lease payments due 
- within one year 



602,918 

176,803 

- in second to fifth year inclusive 



1,082,398 

176,365 




1.685,316 

353,168 

Non-current liabilities 



1,082,398 

176,365 

Current liabilities 



602,918 

176,803 




1.685,316 

353,168 

The average lease term was 3 years and the average effective borrowing rate was 12% (2009: 12%), 


Interest rates are fixed at the contract date. All leases escalate at between 10% 

and 1 5% p.a and no arrangements have 

been entered into for contingent rent. 





The municipality's obligations under finance leases are secured by the lessor's charge over the leased assets. 


14. Unspent grants and receipts 

Unspent conditional grants and receipts comprises of: 
Unspent conditional grants and receipts 

Unspent conditioni grants 



4.274.040 

6.376.51 1 

15. Trade and other payables 





Trade payables 



3,416,322 

2,311,520 

Other payables 



32,899 


Accrued bonus 



753,728 

596,465 




4,202,949 

2,907,985 

16. Revenue 
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Figures in Rand 

2010 

2009 

16. Revenue (continued) 

Property rates 

3,553,840 

1,397,781 

Service Charges 

7,554,613 

5,007.040 

Rental of facilities & equipment 

512,331 

62,750 

Fines 

130,160 

91,595 

Government grants & subsidies 

54,014,379 

29,314.203 

Other income 

577,002 

2,804.537 


66,342,315 

38,677,906 

The amount included in revenue arising from exchanges of goods or services 
are as follows: 

Service charqes 

-7 CC >( O 

c f\n-r r\ Ar\. 

Rental of facilities & equipment 

512,331 

95,791 


8,066,944 

5,102,831 

The amount included in revenue arising from non-exchange transactions is as 
follows; 

Prooertv rates 

rt cert OAf\ 

4 On-7 -704 

Fines 

130,150 

91,595 

Government grants & subsidies 

54,014,379 

29,314,203 

Other income 

577,002 

2,958,970 


58,275,371 

33,762,549 

17. Investment revenue 



Interest revenue 

Investments 

159 385 

187 474 

Bank 

103,287 

- 


262,672 

187,474 

18. Property rates 



Rates received 



Property rates 

3,553,840 

1,397,781 

The market value of the rates came into effect on 1 July 2009. Previously there was a fixed rate of R50 on all properties. 

Valuations 



Residential 

00-1 non 


Commercial 

231,798,000 

- 

State 

340,706,000 

- 

Municipal 

25,432,000 

- 


919,519,000 

- 


Valuations on land and buildings are performed every 3 years. The last general valuation came into effect on 1 July 2009. 
Interim valuations are processed on an annual basis to take into account changes in individual property values due to 
alterations and subdivisions. 

Different rate randage are charged for different categories of rate payers. No additional rebates were granted to any 
categories of ratepayers except for the compulsory phasing in of certain rates as contained in the Council I's approved 
Property Rating Policy. 

Rates are levied on a monthly basis in 12 equal installments payable on the 15th of the subsequent month. No interest and 
collection charges are levied on outstanding rates accounts. 
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19. Service charges 


Refuse removal 

^554, 196 

1,285,050 


7,554,613 

5,007,040 

20. Government grants and subsidies 



Equitable share 

36,894,760 

29,307,478 

Conditional and other grants 

17,119,619 

174,516 


54,014,379 

29,481,994 

Equitable Share 



In terms of the Constitution, this grant is used to subsidise the provision of basic services to indigent community 

members. 

Conditional and other grants 



Balance unspent at beainnina of vear 



Current-year receipts 

21,345,374 


Conditions met - transferred to revenue 

(23,447,845) 

(851,825) 


4,274,040 

6,376,511 


Conditions still to be met - remain liabilities (see note 14) 

Changes in level of government grants 

Based on the allocations set out in the Division of Revenue Act, (Act 1 of 2010), no significant c hanges in the ievel of 
government grant funding are expected over the forthcoming 3 financial years. 

21. General expenses 


Advertising 

142,968 

95,879 

Auditors remuneration 

787.355 

345,452 

Bank charges 

70,733 

38,444 

Cleaning 

12,215 

- 

Consulting and professional fees 

1,241,572 

2,174,532 

Consumables 

833,747 

194,401 

Entertainment 

41,052 

40,227 

Insurance 

180,099 

1,434 

IT expenses 

2,900 

12,747 

Promotions and sponsorships 

15,135 

- 

Fuel and oil 

396,545 

336,354 

Printing and stationery 

322,157 

398,120 

Security (Guarding of municipal property) 

577,413 

689,648 

Software expenses 

51,584 

93,112 

Subscriptions and membership fees 

297,155 

- 

Telephone and fax 

458,911 

789,086 

Training 

55,199 

11,015 

Uniforms 

97,300 

2,789 

Administrative expenses 

- 

407 

Other expenses 

3,683,462 

9,267,502 

2,876,611 

8,100,258 

22. Finance costs 

Finance leases 

204,480 

256,880 
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Figures in Rand 

2010 

2009 

23. Employee related costs 



Basic 

Bonus 

Medical aid - Municipality contributions 

UIF 

SDL 

Leave pay provision charge 

Group life insurance 

Post-employment benefits 

Travel, motor car, accommodation, subsistence and other allowances 

Overtime payments 

Travel allowance 

Housing benefits and allowances 

Telephone, cell allowances 

Industrial council 

Leave 

10,653,345 

961,143 

395,748 

102,356 

104,512 

140,031 

20,394 

1,198,211 

68,910 

1,060,832 

197,685 

16,473 

79,887 

10,030 

9,919,166 

1,667,424 

294,443 

123,013 

37,846 

1,079,862 

287,801 

73,088 

1,081,449 

28,161 

267.209 

4,827 


15,009,557 

14,864,289 

Remuneration of municipal manager 



Annua! Remuneration 

Travel, car, acommodation, subsistence and other allowance 

Performance and other bonuses 

Contributions to UIF, Medical and Pension Funds 

731,720 

90.123 

8,660 

675,641 

84,455 


830,503 

760,096 

Remuneration of chief finance officer 



Annual Remuneration 

Travel, car, acommodation, subsistence and other allowance 

Performance Bonuses 

Contributions to UIF, Medical and Pension Funds 

541,218 

75,097 

6,447 

497.580 

62,197 


622,762 

559,777 

Corporate services 



Annual Remuneration 

Travel, car, acommodation, subsistence and other allowance 

Performance Bonuses 

Contributions to UIF, Medical and Pension Funds 

560,727 

64,355 

7,116 

536,221 

67,027 


652,198 

603,248 

Technical services 



Annual Remuneration 

Travel, car, acommodation, subsistence and other allowance 

Performance Bonuses 

Contributions to UIF, Medical and Pension Funds 

304,464 

11,132 

3,598 

499,740 

62,467 


319,194 

562,207 

Development Planning and Housing 



Annual Remuneration 

Travel, car, acommodation, subsistence and other allowance 

Contributions to UIF, Medical and Pension Funds 

541,218 

106,924 

6,808 

124,935 


654,950 

124,935 
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2010 

2009 

23. Employee related costs (continued) 



24. Remuneration of councillors 



Mayor 

154,908 

200,667 

Deputy Mayor 

237,098 

130.817 

Speaker 

179,998 

187,242 

Executive committee 

774,141 

658.510 

Councillors 

3,588,829 

2.127,132 

Councillors' allowances 

55.812 

210.548 


4,990,786 

3,514,916 

In-kind benefits 



The Mayor, Deputy Mayor, Speaker are part-time. Each is provided with an office and the Mayor is provided wit ^ 


secretarial support at the cost of the Council. 



The Mayor has the use of separate Council owned vehicle for official duties. 



The Mayor has 1 driver. 



25. Depreciation and amortisation 



Property, plant and equipment 

3,721,393 

3,411,011 

Intangible assets 

899 

- 


3,722,292 

3,411,011 

26, Auditors* remuneration 



Fees 

787.355 

346,462 

27. Cash generated from operations 



Surplus (deficit) Adjustments 

8,397,906 

(3.522,235) 

for: Depreciation and 



amortisation 

3.722.292 

3.411.011 

Finance costs 

204,480 

256,880 

Provision for doubtful debts 

2,313,108 

6,083,312 

Movements in provisions - Leave & Bonus 

297,294 

209,035 

Changes In working capital; 



Inventories 

f 21 1.1091 

. 

Other receivables 

(48,037) 

(805,856) 

Consumer debtors 

(4,547,040) 

(2.669,841) 

Trade and other payables 

1,137,702 

1,753,368 

VAT 

2,477,922 

(1,119,766) 

Unspent grants and receipts 

(2,270,263) 

(851,825) 

Consumer deposits 

85,673 

(491,912) 

Adjustment due to GRAP conversion 

118,295 

47,846 

42 
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2009 

28. Going concern 




The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. 

This basis presumes that funds will be available to finance future operations and that the realisation of assets and 
settlement of liabilities, contingent obligations and commitments will occur in the ordinary course of business. 


29, Additional disclosure in terms of Municipal Finance Management Act 



Audit fees 




Opening balance 


_ 

123.678 

Current year subscription / fee 


787,356 

345,452 

Amount paid - current year 


(787.355) 

(345.452) 

Amount paid - previous years 


- 

(123,678) 



- 

- 

PAYE and UIF 




Current year payroll deductions 


2,474,260 

2,183,915 

Amount paid - current year 


(2.474.260) 

(2,183,915) 



- 

- 

Pension and Medical Aid Deductions 




Current year payroll deductions and council contributions 


3,123,626 

2.634,439 

Amount paid - current year 


(3,123,626) 

(2.634,439) 



- 

- 

VAT 




VAT receivable 


964.487 

3,442,409 

VAT output payables and VAT input receivables are shown in note 10. 




All VAT returns have been submitted by the due date throughout the year. 




Councillors' arrear consumer accounts 




The following Councillors had arrear accounts outstanding for more than 90 days at 30 June 2010: 


30 June 2010 

Outstanding 

Outstanding 

Total 


less than 90 

more than 90 

R 


days 

days 



R 

R 


V.B. Ntombela 

58 

- 

58 

GJG Mncube 

867 

. 

867 

TC Njoko 

1,093 

- 

1,093 

NN Khanyile 

1,343 

- 

1,343 


3,361 

- 

3,361 

30 June 2009 

Outstanding 

Outstanding 

Total 


less than 90 

more than 90 

R 


days 

days 



R 

R 


TC Njoko 

- 

13,011 

13,011 

GJG Mncube 

- 

8,386 

8,386 

V.B. Ntombela 

2,917 

- 

2,917 

NN Khanyile 

1,003 

- 

1,003 
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2010 

2009 

29. Additional disclosure in terms of Municioal Finance Manaaement Act (continued) 


3,920 21,397 

25,317 

30. Investments 




ABSA call Account number 9142845014 


10,098,932 

3,993.018 

ABSA Call Account - 9168827648 


1,467 

1,457 



10,100,389 

3,994,475 

31. Provisions 




Reconciliation of provisions - 2010 

Opening 

Balance 

Additions 

Total 

Leave pay Provision 

1,315.936 

140,031 

1,455,967 

Reconciliation of provisions • 2009 

Opening 

Balance 

Additions 

Total 

Leave pay provision 

1,075,909 

240,027 

1,315,936 

32. DBSA loan 




Refer to Appendix A for the reconciliation of external loans. 




DBSA Loan - account number 100524/2 


2,560,277 

3.386.630 

DBSA Loan - account number 100524/3 


1,433,437 

1,594,591 

Less - Current Portion of DBSA Loans 


(757,359) 

(800,148) 



3,236,355 

4,181,073 

33. Consumer deposits 




Electricity 


85,673 

- 

34. Commitments 




Authorised capital expenditure 




Already contracted for and provided for 

• Property, plant and equipment 


26,521,571 


This committed expenditure relates to plant and equipment and will be financed by unspent infrastructure grands. 
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35. Contingencies 

The Municipality has the foilwing contingent liabilities: 

Litigation is in the process against the municipality relating to a dispute with an ex-staff member who is claiming 
accumulated leave of approximately R308 000, 00 together with interest of 15, 5 %. The matter is still under litgation. 

The ex-staff member has referred an application for review to the labour court claiming he was unfairly dismissed The 
matter is still under litgation. 

A supplier instituted action in the High Court claiming approximately R2 500 000 plus interest. The municipality has raised 
a counterclaim of R750 000, 00. The supplier's claim is contrary to the agreed contract with the municipality and the 
matter is still under litgation. 
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Annual Financial Statements for the year ended 30 June 2010 
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The supplementary information presented does not form part of the annual financial statements and is unaudited 
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Analysis of property, plant and equipment as at 30 June 2010 
Cost/Revaluation Accumulated depreciation 
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The supplementary information presented does not form part of the annual financial statements and is unaudited 
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8. Audit report 


AUDITOR’S REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL 

PROVINCIAL LEGISLATURE AND THE COUNCIL ON NQUTHU MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1. I have audited the accompanying financial statements of the Nquthu Municipality, which 
comprise the statement of financial position as at 30 June 2010, and the statement of 
financial performance, statement of changes in net assets and cash flow statement for the 
year then ended, a summary of significant accounting policies and other explanatory 
information, as set out on pages 7 to 44. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with South African Standards of Generally Recognised 
Accounting Practice (SA Standards of GRAP) and in the manner required by the Local 
Government: Municipal Finance Management Act of South Africa, 2003 (Act No.56 of 2003) 
(MFMA) and the Division of Revenue Act of South Africa, 2009 (Act No. 12 of 2009) (DoRA). 
This responsibility includes: designing, implementing and maintaining internal control 
relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error; selecting and applying appropriate 
accounting policies; and making accounting estimates that are reasonable in the 
circumstances. 

Auditor-General’s responsibility 

3. As required by section 188 of the Constitution of South Africa, 1996 (Act No. 108 of 1996), 
section 4 of the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and 
section 126(3) of the MFMA, my responsibility is to express an opinion on these financial 
statements based on my audit. 

4. I conducted my audit in accordance with International Standards on Auditing and General 
Notice 1570 of 2009 issued in Government Gazette 32758 of 27 November 2009. Those 
standards require that I comply with ethical requirements and plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as 
well as evaluating the overall presentation of the financial statements. 
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6. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my audit opinion. 

Basis for qualified opinion 

Consumer debtors and impairment 

7. Included in non-interest bearing consumer debtors of R15,692 million, in note 11 to the 
financial statements is an amount of R9,342 million relating to a bad debt impairment. This 
impairment was based on a general provision of 60 percent of the consumer debtors 
outstanding at year-end, without being supported by a reasonable bases and assumptions 
and in this regard, the accounting officer did not comply with South African Statement of 
Generally Accepted Accounting Practice, IAS 39 (AC 133), Financial Instruments: 
Recognition and Measurement. Moreover, these debtors were not discounted to take into 
consideration the impact of the time value of money emanating from deferred settlement 
terms. Consequently, I did not obtain sufficient appropriate evidence through alternative 
procedures to satisfy myself as to the valuation of consumer debtors and the related 
impairment loss. 


Landfill site 

8. At the date of my report, the accounting officer was still in the process of gathering 
information on the cost, depreciation, impairment and the associated provision for 
rehabilitation of the solid waste disposal landfill site in order to comply with SA Standards of 
GRAP 17, Property, plant and equipment and GRAP 19, Provisions, contingent liabilities 
and contingent assets. Therefore, I was unable to obtain sufficient and appropriate audit 
evidence as to the valuation of the landfill site and the rehabilitation provision, as well the 
impact of the non-recognition on 2008-09 corresponding financial statement amounts. 

Qualified opinion 

9. In my opinion, except for the possible effects of the matters described in the Basis for 
qualified opinion paragraphs, these financial statements present fairly, in all material 
respects, the financial position of the Nquthu Municipality as at 30 June 2010 and its 
financial performance and Its cash flows for the year then ended in accordance with the SA 
Standards of GRAP and in the manner required by the MFMA and DoRA. 

Emphasis of matters 

10. 1 draw attention to the matters below. My opinion is not modified in respect of these matters: 

Restatement of corresponding figures 

11. As disclosed in note 3 to the financial statements, the corresponding figures for 2008-09 
have been restated as a result of an error discovered during 2009-10 in the financial 
statements of the Nquthu Municipality at, and for the year ended, 30 June 2009. 

Material electricity distribution losses 

12. As disclosed in note 36 to the financial statements, electricity distribution losses to the 
amount of R1 ,061 million were incurred. The reason for these losses are currently under 
investigation. 
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Additional matter 

1 3. 1 draw attention to the matter below. My opinion is not modified in respect of this matter: 

Unaudited supplementary schedules 


14. The supplementary information set out on pages 45 to 55 does not form part of the 
financial statements and is presented as additional information. I have not audited these 
schedules and accordingly I do not express an opinion thereon. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

15. As required by the PAA and in terms of General Notice 1570 of 2009 issued in Government 
Gazette 32758 of 27 November 2009, I inciude below my findings on the report on 
predetermined objectives, compliance with the following key laws and regulations (MFMA) 
and financial management (internal control). 

Predetermined objectives 

16. Material findings on the report on predetermined objectives, as set out on pages XX to XX, 
are reported below: 

Non-compliance with regulatory and reporting requirements 

Inadequate content of Integrated development plan 

17. The integrated development plan (IDP) of the Nquthu Municipality did not include the key 
performance indicators and performance targets determined in terms of its performance 
management system, as required by sections 26(i) and 41(1) (b) of the Local Government: 
Municipal Systems Act, 2000 (Act No. 32 of 2000) (MSA) and regulation 12 of the Municipal 
Planning and Performance Management Regulations, 2001(MPPMR). 

Service delivery and budget implementation plan not approved timeously 

18. The Nquthu Municipality did not comply with section 53(1 )(c)(ii) of the MFMA, as the service 
delivery and budget implementation plan (SDBIP) was not approved within the prescribed 
time frame of 28 days after the budget was approved. 

Existence and functioning of a performance audit committee 

19. The Nquthu Municipality did not appoint and budget for a performance audit committee, nor 
was another audit committee utilised as the performance audit committee, as required by 
regulation 14(2) of the MPPMR. 

Usefulness of reported performance information 

The foliowing criteria were used to assess the usefulness of the planned and reported 

performance: 
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• Consistency: Has the municipality reported on its performance with regard to its objectives, 
indicators and targets in its approved IDP, i.e. are the objectives, indicators and targets 
consistent between planning and reporting documents? 

• Relevance: Is there a clear and logical link between the objectives, outcomes, outputs, 
indicators and performance targets? 

• Measurability: Are objectives made measurable by means of indicators and targets? Are 
indicators well defined and verifiable, and are targets specific, measurable, and time bound? 

• The following audit findings relate to the above criteria 

Planned and reported performance targets not specific, measurable, and time bound 

20. For the selected objectives (access to housing and land, poverty and public participation), 
100% of the planned and reported targets were not: 


• specific in clearly identifying the nature and the required level of performance; 

• measurable in identifying the required performance: and 

• time bound in specifying the time period or deadline for delivery. 

Reported performance information not consistent 

21. Performance objectives, key performance indicators and targets were not aligned between 
the municipalities IDP, SDBIP, budget and the municipality’s scorecard. 

Reliability of reported performance information 

The following criteria were used to assess the usefulness of the planned and reported 

performance: 

• Validity: Has the actual reported performance occurred and does it pertain to the entity i.e. 
can the reported performance information be traced back to the source data or 
documentation? 

• Accuracy: Amounts, numbers and other data relating to reported actual performance has 
been recorded and reported appropriately. 

• Completeness: All actual results and events that should have been recorded have been 
included in the reported performance information. 


The following audit findings relate to the above criteria: 

Controls for source data not appropriately designed 

22. Reported information with regard to the indigent register was not reliable due to the 
application forms not being pre-numbered and approved, in all instances. 
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23. No follow-ups relating to the land proclamation and formalisation were performed on a 
monthly basis and a register was not maintained to track progress in this regard, in all 
instances. 


Compliance with laws and regulations 

Local Government Municipal Finance Management Act of South Africa, 2003 (Act No. 56 
of 2003) (MFMA) 

Non>adherence to legislation 

The audit committee was not functioning properly 

24. Contrary, to sections 166(2)(a)(b) and (v), the audit committee did not adequately discharge 
its mandated responsibilities. 


The accounting officer did not adhere to his statutory responsibilities 


25. Risk assessments were not performed annually, a fraud prevention plan was not developed, 
and a disaster recovery plan was not in place, as required by section 62(1 )(c). 


26. Contrary, to sections 63(1 ) (a) and (b) an asset maintenance plan was not developed. 


27. The financial statements and the annual performance report was not submitted for auditing 
within two months after year-end, in contravention of section 126(1 )(a). 

INTERNAL CONTROL 

28. 1 considered internal control relevant to my audit of the financial statements and the report 
on predetermined objectives as well as compliance with the following key laws and 
regulations (MFMA) but not for the purpose of expressing an opinion on the effectiveness of 
internal control. 

29. The matters reported are limited to the significant deficiencies that gave rise to the basis for 
qualified opinion paragraph, the findings on the report on predetermined objectives and the 
findings on compliance with laws and regulations. 

Leadership 


i08 



30. The leadership did not exercise adequate oversight over operational aspects to improve 
financial, compliance and performance reporting because decisive actions had not been 
taken to mitigate avoidable risks through the implementation of timely corrective measures. 
Moreover, the importance of compliance with financial and performance reporting 
requirements was not adequately emphasised. 

Financial and performance management 

31. Although record-keeping and systems have improved, the quality of reporting was not at 
desired levels, as evidenced from the material corrections in amounts and disclosures in the 
financial statements and the errors on the reported findings on performance management. 


Governance 

32. The audit committee and internal audit function did not adequately discharge their mandated 
responsibilities, thus impacting on the reliability of internal controls related to financial and 
performance reporting. Moreover, the accounting officer did not ensure that a fraud 
prevention plan was in place, coupled by the performance of annual risk assessments. 


OTHER REPORTS 
Investigations 

Investigations completed during the financial year 

33. An investigation was conducted on the request of the municipality based on the allegation of 
misappropriation of assets by the previous mayor. The investigation has resulting in criminal 
proceedings being instituted for the recovery of an amount of R224 709 in this regard. 


Pietermaritzburg 
30 November 2010 
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Auditing to build public confidence 
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9. Measures to Improve Performance 

The preparation phase of the PMS process was started during 2008/09 financial year. The 
policy was set, tools for implementation of the policy were put in place; the action plan, 
Organisational Score Card and the Workshop with Management, EXCO, Full Council, 
Middle Management and ordinary staff. The PMS was then implemented during the 
2009/1 0 financial year. Reporting took place although it was sometimes delayed. There was 
a lot of improvement however there were still some challenges. The main challenge was the 
coordination of performance information, monitoring and the quarterly review process. 

The municipality has since appointed a PMS Manager to deal with the challenges 
experienced with the PMS process. The PMS Manger will assist Municipal business units in 
the implementation, monitoring and review processes of the PMS. The Municipality also 
takes part in the UMzinyathi PMS working group meeting where best practices are shared 
among the municipalities of UMzinyathi. PMS is a standing item on the IDP steering 
committee agenda. Efforts will be made to ensure that the staff is aware of the entire PMS 
system and the KPI’s which will apply to them. 


10. Conclusion 

The 2009/10 financial year marked the turning point for the Nquthu municipality. The year 
was filled with many challenges but was still a year in which the municipality initiated 
numerous initiatives which put it in good stand for the future. The partnership between 
Nquthu and Bornem Municipality was further strengthened during the year and many fruits 
were bared. The year saw the municipality finalizing the HIV/AIDS strategy, PMS Policy, 
establishment of a much needed Land inspectorate unit. Housing Forum, SMME Forum and 
an improved IDP. All these initiatives are sure to contribute positively to the development of 
Nquthu and will assist the municipality in realizing its vision and mission 
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